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announcing..... 


THE DAVEY MOBILE MACHINE SHO 


WELDING GENERATOR 
POWER GENERATOR 
COMPRESSOR 





The Davey Compressor Co., originator of e 60 c. f. m. Davey ‘‘Auto-Air’’ Compressor 


Auto-Air compressors, is pleased to an- 
nounce the production of a complete, fully- 
equipped repair depot “‘on wheeis” . . . the 
Davey Mobile Machine Shop. 


Mounted on standard long wheel base 
trucks, the shop equipment is assembled 
around three basic power units, driven 
direct from the truck engine through the 
Davey Heavy Duty Power Take-off. 


Model 60 
Air Aristocrat 


“There are Davey Dealers in Principal Cities 
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e 300 Ampere Welding Generator 
e 5 KW Power Generator. 


Auxiliary accessories (provided in accord 
ance with individual user requirements) are 
the same as those found in stationary shops. 


For complete details on how the Mobile 
Machine Shop will eliminate the costly 
practice of hauling broken-down equipment 
to central depots for repairs ... save you 
time, labor and money . . . write today for 
Booklet E-208. 


PaP-106-B 


In addition to Mobile Machine Shops and Auto- 
Davey builds a complete line of portable compress 


COMPRESSOR CO. 
KENT, OHIO 


(Manufacturers Service Agreement) 
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Barber Makes the Burner 
Suit the Appliance 


Barber offers today, for appliances operated on natural, manufactured, Bu- 
ane or bottled gases, the most efficient and best performing burner units ever 
available. A group of about two hundred outstanding makers of gas appliances 
or all purposes, who have adopted Barber units as standard equipment, fur- 
ish unquestionable evidence as to Barber superiority. 

We have the proper facilities and experience for designing and building the 
xact type and size of burner unit to fit any gas appliance, household, commer- 
ial, or industrial. We will cooperate with any reliable manufacturer in the nec- 
sary development and laboratory testing, and in acting as continuous source 
supply for his burner units. 


le moke scores of types of burners, with hundreds of variations in size and shape, for every imaginable purpose. tn 
ition to patented ber jets, exclusive with us, one reason for the success of Barber burners is that we always 
i. ond engineer the burner to suit the specific uct. Let our engineers work with you to obtain maximum 
sults at the most critical point, because the burner is the heart of the appliance. 


Send for Catalog on appliance and conversion burners, and pressure regulators. 


HE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER BURNERS 
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only RIZED 


guarantees you 
a repair-free 


housing... oN 


* 
UNCONDITIONAL GUARANTEE 
if this Housing ever 
Breaks or Distorts we 
will replace it Free 


COPR tet 
THE RIDGE TOOL CO, 
ELYRIA, 0 








WORK-SAVER PIPE 


@ You get more for your 
money with RIEZAID pipe 
wrenches, That special de- 
sign housing simply won’t 
warp or break in any normal 
use, however strenuous—as 
millions of users know. No 
laid up for housing repairs, 
no bother and expense. No 
binding of adjusting nut—it 
spins easily to size. Alloy 
jaws take hold and let go in- 
stantly. Handy pipe scale on 
hookjaw, comfort- grip I- 
beam handle. A wrench it’s 
a pleasure to work with— 
ask your Supply House. 


TOOLS 


THE RIDGE TOOL COMPANY « ELYRIA, OHIO, U.S.A. 
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fw atom bomb apparently has 
spurred discussion of the possibili- 
ties of decentralizing industry and popu- 
lation in the United States. For some 
time the economic planners have assured 
us that it would be a good thing for the 
people of America to get out more into the 
open spaces and take their business with 
them. Now, the idea of dispersing our 
population and its economic machinery 
may come under the head of national 
security. Be that as it may, the trick of 
breaking up our large cities into little 
pieces, to be scattered over the broad face 
of our continent, is not something which 
can be accomplished lightly, quickly, or 
inexpensively. 


TuiIs is brought home to us forcibly in 
a recent address before the Controllers 
Institute of America by a veteran tele- 
phone executive, Chester I. Barnard, 
president of the New Jersey Bell Tele- 
phone Company. He also has served on 
one of the boards studying the ramifica- 
tions of the atomic age. 


It is easy enough to draw charts and 
plans to divide the Congress of the 
United States, the administrative govern- 
ment, and the joint Army and Navy 
staffs into a dozen or more segments to be 
distributed over a number of regional 
areas. But when we actually start to tear 
up industries, established in various com- 
munities over periods of years, during 
which they have built up tributary chan- 
nels of supply and transportation of 
finished products, mobilization and hous- 
ing of workers, and so forth, we have a 
real nut to crack—atom bomb or not. 


“IF that were to be done quickly,” says 
Mr, Barnard, “say in ten or twenty years 
—the cost would be so great as to reduce 
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the Editors 


C. HAMILTON MOSES 


our standard of living to an extremely 
low level and even the beginning of an 
attempt to do so would so affect the struc- 
ture of urban real estate values as well as 
those of industrial plants as to shatter 
the entire economy of the country.” 


QO’ course, the atom bomb simply 
sharpened the arguments of those 
who have been urging decentralization 
for social and economic reasons over a 
long period of years. Then, too, the old- 
fashioned chamber-of-commerce propo- 
sition of luring commerce to particular 
areas (and away from some other area) 
has, in recent years, been picked up by 
some of our more enthusiastic Federal 
project administrators. Such move- 
ments have not worked too well for either 
private industry or government projects. 


In-other words, industry is like water, 
in seeking its own most stable economic 
level. Another approach to regional aid 
would seem to lie in working with the 
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BILLIONS OF KW-HRS PER YEAR 


WHA 
10 gins 7 


\a 1941, stt 
trolley cose 


HEYOURS For twe SELLING... 
/ BILLION KW-HRS! 


In many cities the lost transit load is being regained. Here's 
why this load is well worth going after in your city. 


we BELL 


eetcats, 
hes, ® 
¢ 


Biggest load 

On the table below select the size 
city you serve to get an approximate 
idea of the volume of business you 
could be handling. How does this 
compare with your present transit 
load? How does it compare with your 
largest industrial load? 





ESTIMATED 
ANNUAL KW-HPS 
7,000,000 
36,400,000 
113,750,000 
150,500,000 
236,250,000 


ATION OF CITY ELECTRICS 
(1940 census) NEEDED 


100,000 40 

250,000 208 

$00,000 650 

730,000 860 
1,000,000 1350 
Big annual load factor 

A very desirable annual load fac- 
tor is characteristic of the transit 
load, as shown below. 














Similar studies show that revenues 
from transit can produce a satisfac- 
tory return and that the transit load 
does not add to system peaks. 

In most ways, it’s a brand new 
load --new in its improved character- 
istics--new in its possibilities for 
increasing your earning power. Now 
— while plans for modernizing rolling 
stock are sweeping through the tran- 
sit industry—now is the time to in- 
vestigate the application of load- 
building trolley coaches, streetcars, 
and rapid-transit trains in your city. 
Apparatus Dept., General Electric 
Company, Schenectady 5, New York. 





ANNUAL LOAD FACTOR AMONG HIGHER PERCENTAGES 





SCHOOL 

OFFICE BUILDING 
HOSPITAL 
METAL WORK 
TEXTILE MILL 
STEEL FOUNDRY 
TRANSIT 























Annual loed tector in per cent ° 10 20 


Edison Electric Institute.) 


30 40 so 60 70 80 90 


(Typical examples taken at random trom actual records of power compunies or publications of the 


’ 








Za 


Lifestream the Ci 
Power to America sound, col 


a new More 
movie presents 





100%, 


the city traffic problem in a new light. You'll 
like it. It promotes electric transit and increased 
power consumption. 

If you haven’t yet seen it, ask your G-E repre- 
sentative to arrange for a showing. 








GENERAL & ELECTRIC 
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8 PAGES WITH THE EDITORS (Continued) 


assets which are already at hand. In- 
stead of trying to entice industry out of 
another area, this approach would en- 
courage the establishment of new indus- 
try and try to induce industry already at 
home to expand and grow bigger. 


op oe seems to be the underlying 
principle of the up-to-date local 
booster. What is more, it seems to be 
the plan finding favor with public- 
spirited utility companies, anxious to aid 
the development of their service areas. In 
this issue we present an analysis of such 
an intelligent plan whereby a utility com- 
pany can really aid the mobilization of 
economic expansion in its own service 
area. We refer to the article entitled 
“Making Our Company the Best,” by C. 
HAMILTON Moses, president of the 
Arkansas Power & Light Company. 


“Ham” Moses, as he is better known 
to his many friends in the electric power 
industry, was born in the little county- 
seat town of Hampton, Arkansas, in 1887. 
His father, a lumberman, wanted him to 
become a lawyer from the very first, and 
that is what “Ham” did following his 
education at Ouachita College, Tulane 
University (MA), the University of 
Arkansas School of Law (LLB, ’11). 
After some law practice and service as 
secretary to three governors, and as at- 
torney for the Arkansas Corporation 
Commission, “HAm”’ started out in the 
electric utility business with the late Har- 


EUGENE H. MERRILL 
OCT. 24, 1946 


vey Couch. He became counsel for the _ 
Arkansas Power & Light Company in 
1919 and he became president of that con- ~ 
cern in 1941, x 


* * * * 


UGENE H. MERRILL, whose article on J 

the state of postwar communica-_ 
tions in defeated Germany begins on page| 
539, is acting chief of the communica-§ 
tions branch of the Office of Military? 
Government for Germany (U. S.). Tne™) 
communications branch discharges mili- 
tary government’s responsibility in re- 
spect to the Reichspost. Mr. Merritt 
graduated from the School of Mines and 
Engineering, University of Utah, in 
1932. 


For several years prior to and for 
three years after graduation he was em- 
ployed by various mining and industrial 
concerns in the intermountain West. In 
1935 he was made chief engineer of the 
public service commission of Utah, which 
post he resigned in 1941 when he was 
called to Washington by J. A. Krug, then 
chief of the power branch of the War 
Production Board. He remained with 
that organization until 1945 when he re- 
signed his position as chief of the tele- 
phone section and went to Germany. 


* * * x 


Spry aes of our contributors reminds 
us that in our September 12th issue 
introduction of Dr. HENry Earve Riccs 
(the third instalment of whose 3-part 
article on depreciation begins on page 
528) we went a little far back in the 
author’s biographical years and perhaps 
shortchanged his more recent accom- 
plishments. We failed to note that from 
1932 to 1941 he was on the board of the 
American Society of Civil Engineers and 
president of that organization in 1938. 
He was elected an honorary member 
in 1941. With a career as long and dis- 
tinguished as that of Dr. Riacs’, one is 
likely to make such oversights. 


THE next number of this magazine will 
be out November 7th. 


He Cneiipee 
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Kardex Visible Record Control Systems provide new efficiency in 
every department, assuring maximum speed of posting and reference! 





equipment and systems make faster finding of records 
when wanted. Use the new Aristocrat steel files in Gray-Rite finish! 











RDINATE Records and Equipment 
and win praise from all Departments! 














Many operating officials are imple- 
menting programs that envision 
long-range economies by installing 
record systems and equipment that 
are coordinated for maximum operat- 
ing efficiency. 

Improved record control and ref- 
erence techniques of many types, 
developed to speed war production, 














can now be applied advantageously 
to increase economy in production, 


SYSTEMS 
DIVISION 





Certified Fire Protection safeguards vital records of every kind. 
Safe-Files, Safe-Ledger Trays and Saf- Cabinets are again available. 


ones 


Pe 


sales, accounting and personnel ad- 
ministration. 

Our complete line of modern office 
equipment is designed to supplement 
the value of these systems with 
improved performance, structural 
strength and appearance. 

A staff of Systems Technicians is 
available in all principal cities to co- 
operate with your executives. They 
can help you institute a study— 





New loose leaf binders in compression, prong and ring styles have 
been developed for greater convenience, long wear and economy. 





Se vy SSS 
Sess tn RS 


department by department—with a 
view to helping your entire organi- 
zation get its work done with less 
effort, at less cost. 


Call on them at any time. 
xx*e 
AN UNUSUAL AND TIME-WORTHY REVIEW 

Simplified methods of administrative control 
successfully used in 136 promi ganizati 
are described and pictured in ovr brochure 
“Graph-A-Matic Management Control.” Free 
to executives from our nearest Branch Office— 
or write to us for a copy. 





315 Fourth Avenue, 
New York 10, N. Y. 
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BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 


THE ONE-STEP.METHOD 





OF BILL ANALYSIS 











A but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 


Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your rate and promotional 
programs. 

The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 
Boston Chicago Detroit Montreal Toreate 
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Labor. 
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Pup D. REED 
Chairman, General Electric 
Corporation. 
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Excerpt from “New Eng'and 
Letter,” First National 
Bank of Boston. 


WILLIAM R, KUHNS 
Editor, Banking 


Apo.tpH J. SABATH 


U. S. Representative from Illinois. 


Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





“We cannot get top production until the people are will- 
ing to go back to work.” 


. 


“We can’t go on indefinitely with an economy half 
free enterprise and half controlled.” ®* 


* 


“It is . . . to the interest of all American workers to 
boost production by every possible means.” 


> 


“If everybody sits tight the supply of goods will soon 
catch up with demand and the dollar will buy what it 
ought in a free market.” 


> 


“We probably could not maintain multiparty repre- 
sentative democracy and private competitive enterprise in 
a predominantly totalitarian world.” 


* 


“Labor and management should give thought to ‘means 
of keeping the peace during the critical months ahead 
while production is catching up to demand.” 


¥ 


“Shameless raids continue to be made on the Federal 
Treasury, and while those in power pay lip service to 
economy, no significant conscientious efforts are being ex- 
erted to bring it about.” 

a 


“The great danger of inflation . . . is just where it has 
been for fifteen years—in the Federal deficit. Even in the 
second postwar year, the deficit promises to be about as 
large as the whole national debt was averaging for sev- 
eral years before the war.” 


> 


“Of course ... I fully appreciate that, due to the econ- 
omy that is being pressed just now by the administration, 
we are gradually reducing our indebtedness. I hope that 
we will continue to reduce it. We should, because the com- 
merce of the nation is prosperous, notwithstanding those 
few strikes that annoyed us here for a little while.” 


12 
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Engineered for Power Station Needs 


EXIDES are always ready for in- 
stant action. They are engineered 
to meet the varying battery require- 
ments of power station operations. 
Exide makes several types of stor- 
age batteries. These batteries, 
through proved performance for 
over 50 years in central station 
work, have earned the confidence 
of utility engineers everywhere. 
When you buy an Exide you are 
buying the utmost of storage bat- 


tery dependability, long-life and 
ease of maintenance. 

Whatever your storage battery 
problems may be Exide engineers 
will be glad to help you work 
them out. 


Exide 


BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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Ciaupe R. WIcKaARD 
Administrator, Rural Electrifica- 
tion Administration. 


P. W. Lrrcurretp 
Chairman, Goodyear Tire & 
Rubber Company. 


Davip SARNOFF 
President, Radio Corporation 
of America. 


Eprror1aL STATEMENT 
The New York Times. 


CHAUNCEY SPARKS 
Governor of Alabama. 


Cote CooLince 
Assistant chemical director, E. I. 
du Pont de Nemours & 
Company. 


SEvELLOoN Brown 
Editor, Providence 
Journal-Builetin. 


KENNETH MARKWELL 
Assistant Commissioner of 
Reclamation. 


Epitor1aL STATEMENT 
The Washington Post. 


Emit ScHraM 
President, New York 
Stock Exchange. 


“An abundance of electrical energy will create its own 
markets.” 


* 


“~.. an all-powerful labor union is just as bad as an 
all-powerful corporation or an all-powerful state.” 


“In war, science dares the impossible; it must continue 
to dare the imposs:ble in peace if a fuller life is to permeate 
society.” 


* 


“It seems not impossible that human behavior may one 
day be controlled as precisely, at least, as we have learned 
to control the atom.” 


* 


“While we have limited our immigration, we have put 
no limit to infiltration or propaganda among those who 
claim to be Americans.” 


> 


“Our high standards of living, and our hope for the 
future lie in our productivity, That is the key word of our 
whole industrial mechanism.” 


* 


“It is the great moral strength of soundly functioning 
democracy that public action is motivated by informed 
conviction, not by passion or servility.” 


- 


“The key decision in development of public power lies 
in who is to own and operate the transmission lines that 
carry power from the generators to the whole customers— 
the private utilities or the government?” 


oa 


“... rail transportation is recognized as being so vital 
to the general welfare that freight and passenger rates are 
kept under constant government control. We think that 
when employers and employees operating a public utility 
fail to agree, similar power must be exercised over wage 
rates.” 


* 


“Private capital has taken enough abuse in this country 
in the last fifteen years, What we need is an old-fashioned 
crusade for the cause of private capital that will choke 
off any need for government spending, including sub- 
sidies, except for the ordinary conduct of the business 
of the government and for military purposes.” 
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YOU CAN 2(way0 BANK ON 
CLEVELANDS 





FOR MAXIMUM TRENCH AT MINIMUM COST 
because: 


. they have built into them every feature required for any 
type of trenching job: 





e@ COMPACTNESS @ OPERATING EASE 
@ RUGGEDNESS @ MANEUVERASBILITY 
© POWERFUL @ MOBILITY 

e FAST e ECONOMICAL 

e BALANCED @ ACCESSIBILITY 


THE CLEVELAND TRENCHER CO. 


ST CLAIR AVENUE CLEVELAND 17 OHIO 
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COMBUSTION 


C-E Products include all types of Boilers, Furnaces, Pulverized Fuel Systems and Stokers: also Superheaters, Economizers and Air Beaters 
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--E STEAM GENERATING UNITS 


Cecil Lynch Steom Electric Station 
ARKANSAS POWER & LIGHT COMPANY 


HE C-E Unit, illustrated here, is 
(et under construction at the 
new Cecil Lynch Steam-Electric Sta- 
tion of the Arkansas Power & Light 
Company at North Little Rock, 
Arkansas. 

It is designed to produce 325,000 
lb of steam per hr at 920 psig and a 
total temperature of 905 F. 

The unit is of the “outdoor” type, 
roofed over above and completely 
weather-proofed. It is designed for 
natural gas and oil firing and is 
equipped with 6 horizontal, com- 
bination burners. The boiler is a 
3-drum, bent tube type with Elesco 
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2-stage superheater. A thermostati- 
cally controlled bypass damper as- 
sures superheat temperature control 
over a wide range of rating. The fur- 
nace is completely water cooled, using 
closely spaced plain tubes. A Ljung- 
strom Air Heater, located at the rear 
of the unit, at ground level, supplies 
preheated combustion air to the 
burners. 

This station, which employs a one- 
boiler one-turbine arrangement, is 
structurally similar to the Harvey 
Couch Station built at Stamps, 
Arkansas, by the same company in 
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i s EFFICIENT TRACK 
“SS — TRANSPORT 


On every type of public utility transport 
job you'll find International Trucks at work 
—efficiently, dependably, economically. 

That’s because efficiency, dependability 
and economy are in-built— 

The result of International Truck design, 
engineering and construction— 

The result of International’s more than 
40 years of truck manufacturing experience. 

And here’s another plus—new features 
and improvements are incorporated in In- 


Tune in “Harvest of Stars” Sunday, NBC Network. 


INTERNATIONAL <a> 


ternational Trucks as fast as they are proved 
worthy, with the result that the Interna- 
tional Truck you buy is today’s up-to-date 
model. 


So specify International, no matter what 
your truck problem. In the complete In- 
ternational Line there’s a truck of the right 
size and carrying capacity to do your job— 
efficiently, dependably, economically. 

Motor Truck Division 4 


INTERNATIONAL HARVESTER COMPANY 
180 N. Michigan Ave. Chicago 1, Illinois 


See newspapers for time and station. 


TRUCKS 
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CRESCENT 


VARNISHED 
CAMBRIC 
POWER 


Heavier loads for longer periods of time than formerly pos- 
sible are obtainable with CRESCENT VARNISHED CAMBRIC 
CABLE. This general-purpose, industrial power cable pro- 
vides higher current carrying capacity for the same size of 
copper conductors, together with maximum safety and per- 
manence. 


CRESCENT INSULATED WIRE 2 CABLE CO. 
TRENTON, N. 


CRESCENT B 
S WIRE and CABLE “= 
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Put it Out with GRINNELL MULSIFYRE 


When such a seemingly unimportant item as a 
bushing failed —a transformer in an impor- 
tant sub-station was enveloped in blazing oil. 
Hose streams were inadequate to cope with 
the situation. Damage amounted to thousands 
of dollars before the fire was controlled. 
Time and again it has been proved that the 
unusual nature of oil fires in transformers and 
other electrical equipment calls for more than 
old-fashioned fire-fighting methods. It requires 
the positive protection of a Grinnell Mulsifyre 
System — engineered to kill such fires fast. 
Grinnell Mulsifyre Systems have gained wide 
acceptance on a proved effective principle— in 
which blazing 
oil is emulsified 
with a driving 
spray of water. 
The oil is turned 
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into a liquid which is incapable of burning - 
the fire is extinguished in a few seconds-reigni- 
tion is prevented. 

There is absolutely no conductivity along the 
discharge of a Mulsifyre projector when spray 
strikes conductors carrying high voltages. Mul- 
sifyre Systems are permanently installed — are 
constantly on guard when operated automati- 
cally - or may be operated manually. 

Recommended by Underwriters’ Laboratories 
for use in extinguishing fires in flammable oils 
immiscible in water, wherever such oil is a fire 
hazard—in transformers and other oil-filled 
electrical equipment. 

Don’t wait for fire to strike. Provide this 
24-hour-a-day protection for your equipment 
from now on. Grinnell engineers will he p you 
plan protection for your specific needs. 


GRINNELL © COMPANY 


Executive Offices: Providence 1, R. I. 
Branch warehouses in Principal Cities 
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Y American Water hg Association, West Virginia Section, begins meetin 
Huntington, W. Va., 1946. + 2 





{ Virginia Independent Telephone Association will hold meeting, Richmond, Va 
6. 


Nov. 7, 8, 





¥ National Farm Electrification Conference will be held, Chicago, Ill., Nov. 7, 8, 1946 








I American Water Works Association, New Jersey Section, will hold meeting, Atlantic 
City, N. J., Nov. 7-9, 1946. 


¥ American Bar Association begins annual meeting, Atlantic City, N. J., 1946 








q North Carolina tet aE Y a aaa Association will hold convention, Southern 
Pines, N. C., Nov. 11, 12, 19 





§ Midwest Gas Association and Iowa State College Gas School and Conference end, 
Ames, lowa, 














q National Association of vageers au: Utilities Commissioners will hold meeting, Los 
Angeles, Cal., Nov. 12-15, 19 











z “Nov EMBER 9 





q{ National Electrical Manufacturers Association ends meeting, Atlantic City, .;) 
1946. 





{ South opage fssosents, ig Electric Coéperatives will hold third annual meeting, 
Huron, S. D., Nov. 








§ American Water Works Association, Virginia Section, will hold meeting, Richmond, 
Va., Nov. 14, 15, 1946. 





{ American Water Works Association, Wisconsin Section, will hold meeting, Green 
Bay, Wis., Nov. 15-17, 1946. 








7 Alabama savgondent Telephone Association will hold meeting, FORE CATA Ala., 
Nov. 18, 19, 1946. 

















4 Missouri Telephone Association will hold meeting, Jefferson City, Mo., Nov. 18, 19, 1946. 
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Courtesy, hiladelphia Electric Company 


Manning the Controls 


Turbo-generator control board, 
Chester station. 
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Making Our Company the Best 


There is no taint of odious comparison in the slogan adopted by the 
employees of the Arkansas Power & Light Company—“Making Our 
Company the Best Utility in the Nation.” Instead, it is an interesting 
and apparently successful experiment in appealing to the self-pride and 


native resourcefulness of numerous communities served by this 


reat 


Arkansas utility. Because of its unusual approach, we have obtained this 

authoritative analysis of what this Arkansas experiment is all about— 

for the information of others who might well see in it a valuable pattern 
for similar effort elsewhere. 


By C. HAMILTON MOSES* 
PRESIDENT, ARKANSAS POWER & LIGHT COMPANY 


E may not want to admit it this 

early, but during the past few 
months a good many of us may 

already be getting just a little tired of 
hearing about somebody’s magnificent 
war effort. Not a day goes by that we 
don’t see, hear, or read of some organi- 
zation, industry, or individual receiving 
congratulations along this line. Most of 
us did the best we could in the war. 
Some did better than others. Some 
others did not have too much choice. 
*For personal note, see “Pages with the Edi- 


tors.” 


519 


There is glory enough to go around and 
credit enough to share abundantly. 
Why not let it go at that? 

Does that sound somewhat cynical, 
or complacent, or perhaps just a little 
on the ungrateful side? No. Not un- 
less it falls within that class of ingrati- 
tude or cynicism which dear old grand- 
pa used to complain about when the 
smart youngster of his day lost interest 
in sitting around and hearing him fight 
the Civil War all over again. The fact 
of the matter is, overindulgence in self- 
congratulatory bouquets and reminis- 
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cences can become a form of escape, 
like daydreaming. And overindulgence 
in any form of escape can become a 
form of retreat from reality which de- 
tracts from our effectiveness, not only 
in living in the world of today, but in 
helping make it a better world for to- 
morrow. 

All this is by way of saying that there 
may be a better use for these emotions 
of gratitude, a more practical and 
effective way for converting them into 
living movements of recognition for 
continuing public service, as distin- 
guished from dated memorials for serv- 
ices rendered. 

Wouldn’t it be better for us or our 
business, whatever it may be, to be 
looked upon by the public as an outfit 
which came out of the war so much 
better equipped to render public service 
in the future? Would not this transi- 
tion tend to make our war citations 
show up even to better advantage? 


| Sg us get down to cases. Let us 
take the situation of the electric 
utility industry. It was and still is 
recognized that it rendered magnificent 
service during the war. Secretary of 
Interior Krug (then utility director of 
the WPB) said, “Power has never 
been too little nor too late.” High offi- 
cers of the armed forces freely admitted 
that these utilities had carried the 
double burden of a skyrocketing war 
industry demand superimposed on the 
load of normal service to the civilian 
community and did so without missing 
a beat, despite diminished resources of 
materials and trained man power. OPA 
officials concede that these utilities 
“held the line” against inflation, and 
are still holding the line. Housewives 
and industries recognize that electricity 
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needed no ration stamps, that nobody 
had to stand in line to get it, and that 
it is even selling for less today in an 
atmosphere of generally rising prices 
for almost every other service and com- 
modity. 

So what? If the industry rests on its 
oars at this point and waits for the 
bouquets to fade, this chorus of praise 
will not ring out very long. The surest 
way to convert this general recogni- 
tion into a spirit of lasting public ¢s- 
teem would be for the electric industry 
to “take it from there,” as the stage 
folks say, and continue with even 
greater desire of public service for an 
America at peace. 

As much as the industry’s efforts 
were required for war, so much more 
are its efforts needed to assist the 
troublesome transition from war to 
peace. True, reconstruction service may 
not be as glamorous as war service. But 
by the same token it can be all the more 
required and appreciated because there 
may not be so many willing shoulders 
to the wheel. This could be the electric 
utility industry’s golden opportunity. 
This is why the Arkansas Power & 
Light Company decided that the best 
way to help itself was to help its friends 
and customers to get back on their re- 
spective feet. This is why this company 
has put its full effort into realizing the 
destiny of a great state, and challenging 
by our company’s employees’ example 
the rest of our customers, friends, and 
neighbors to do likewise. 


C ts decision to pick up the burden 
of realizing Arkansas’ economic 
possibilities and assisting our various 
communities to realize their own re- 
spective potentialities came as the re- 
sult of the war. The war left Arkansas 
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Power & Light Company in a some- 
what difficult position itself. Here is a 
company (predecessor organized in 
1915) which grew from two electric 
properties in two small towns, Marvin 
and Arkadelphia, to become the state’s 
leading and principal purveyor of elec- 
tric service. 

From its humble beginning it had 
grown under the organization and 
financial genius of the late Harvey 
Couch until his death in 1941. This 
writer, who had been associated with 
Mr. Couch in a legal capacity since 
1919, took up the job at that point. 
There were still countless problems, 
aggravated by the complications of war. 
The company was in the throes of re- 
organization under the Holding Com- 
pany Act. The Federal Power Com- 
mission’s expanding tide of regulations 
had required the filing of more than a 
hundred reports a year, including the 
setting up of a uniform system of ac- 
counts and dealing with original cost 
write-ups, inflationary items, and so 
forth. In addition, there was talk of an 
Arkansas Valley Authority, dla TVA. 

Despite the war, the company had 
completed a refinancing program suc- 
cessfully. The war had increased the 
company’s load from 90,000 kilowatts 
in 1940 to 230,000 in 1944. But the 


end of the war brought problems of its 
own—problems which a number of 
other utility companies throughout the 
nation probably still face in varying de- 
gree. Personnel and physical plant had 
deteriorated under the war-load capac- 
ity and necessarily deferred mainte- 
nance. Low voltage, outages, and other 
evidences of bad service were cropping 


up. 


W: found ourselves with only one- 
half of our force of employees 
veterans of more than four years’ serv- 
ice. We had been unable to recruit or 
train large blocs of employees during 
the war. Employees returning from the 
services found that many changes had 
taken place and that there were con- 
fusion and uncertainty as to the future. 
It was at that point that we decided 
to do something. We decided that our 
company’s position, and the position of 
our employees, was about in the same 
boat with our friends and neighbors 
throughout the states. We decided that 
the answer must lie in a new plan—a 
plan for instilling a new spirit in every 
soldier in our little AP&L army. 
The inspiration for this actually came 
back in the spring of 1945 in the city 
of Pine Bluff, Arkansas, where AP&L 
general offices are located. On that oc- 
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try] rendered magnificent service during the war. Secretary 


q “It was and still is recognized that it [electric utility indus- 


of Interior Krug (then utility director of the WPB) said, 
‘Power has never been too little nor too late.’ High officers 
of the armed forces freely admitted that these utilities had 
carried the double burden of a skyrocketing war industry 
demand superimposed on the load of normal service to the 
civilian community and did so without missing a beat, despite 
diminished resources of materials and trained man power.” 
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casion about thirty executives and de- 
partment heads were threshing out 
ways and means for a suggested 5-year 
program for rehabilitating our com- 
pany’s economic and operating posi- 
tion. 

After listening for an hour or so to 
various observations and some heated 
arguments, we decided that the answer 
was to be found right there in the room. 
Doesn’t the success of any program de- 
pend upon the vision and ingenuity and 
courage of the executives and depart- 
ment heads of the organization? When 
you say that this program can’t be ac- 
complished, aren’t you discounting 
your own ability and underselling your 
own selves? These were questions we 
asked ourselves. 

We agreed that the program was 
highly ambitious—maybe just a little 
fantastic. Yet we felt that our tradi- 
tions, our opportunities, and our terri- 
tory deserved a program even more 
ambitious. Any program less inclusive 
and less challenging would be unworthy 
of our 1,247 fellow employees. 


HIS program broke with the cus- 

tomary. It was idealistic in its pur- 
pose. Yet, we felt it was sound in its 
fundamentals. I told the men frankly: 
“Tf you men here are fully sold, if you 
catch the vision, if you realize your 
own power, your own capacities, this 
program to make yours ‘the best utility 
in the nation’ is susceptible of complete 
accomplishment.” 

What was this plan all about? Here 
was the background: We sent men all 
over the nation to study the plans of 
other utilities. We gleaned the best 
from a number of other programs. Not 
very much found was really new. Some 
of our plan had been worked at other 
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places, but it was a wee bit audacious. 
It did give new life to everyone who 
really became part of the program. 
This central and dominant concept was, 
and still is : “He who serves his country 
serves all things and all things served 
will bless him.” 

“Suppose,” asked someone, “you re- 
peat and explain again just what is this 
program.” 

“Well, boys,” I told them, by way of 
review, “it is divided into four parts. 
Each easily and naturally dovetails into 
the other, and without encompassing 
and accomplishing all four of these sug- 
gestions, these four perspectives, this 
program will be unworthy of your best. 


Me pres we must, as soon as tight- 
ening conditions will permit, so 
enlarge and so rebuild our physical 
properties that you can render as near 
perfect service as can be reasonably ex- 
pected. This will be carrying out our 
program envisioned back in 1943, when 
we finished the Harvey Couch 30,000- 
kilowatt steam station at Stamps, 
Arkansas. This will contemplate an 
over-all expenditure of $20,000,000 
over a period of some three or four 
years, and includes the additional 30,- 
000-kilowatt Cecil Lynch power sta- 
tion adjoining North Little Rock; the 
construction of several hundred miles 
of high-voltage transmission lines, add- 
ing and supplementing our backbone 
transmission system ; the installation of 
various modern and automatic equip- 
ment that will remedy a number of bad 
service situations with which we are 
now burdened. 

“It will mean the rebuilding of a 
number of our larger distribution sys- 
tems. It also will mean the completion 
of one of the most ambitious rural elec- 
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No Increase in Price for Electricity 


“eye officials concede that these [electric] utilities ‘held the line’ 

against inflation, and are still holding the line. Housewives and 

industries recognize that electricity needed no ration stamps, that nobody 

had to stand in line to get it, and that it is even selling for less today in an 

atmosphere of generally rising prices for almost every other service and 
commodity.” 





trification programs that any utility 
has ever undertaken. We now have 25,- 
000 rural customers. Within four years 
this number will be increased to about 
51,000 rural customers, which will 
mean the construction of some 5,000 
additional rural lines at a cost of about 


$5,000,000. 


6¢ Qocems, an intensive and exten- 

sive employee education and 
training program must be launched. We 
have completed a modern and carefully 
compiled job specification book. We 
want every employee educated, not only 
as to our company and our industry, 
but as to his particular job, and to pos- 
sibilities for vision and accomplish- 
ment through the years. We want to 
take advantage of every opportunity 
for higher education by such means as 
correspondence courses, by job train- 
ing, and other courses. We want to de- 
velop fully the personality and possi- 
bilities of every man and woman in our 


organization, not only that they will 
make the best possible employees, but 
to render the highest type of citizenship 
to their community and to their coun- 
try. We want each employee to make 
a definite contribution to his church and 
to his country; and, also, to assist his 
family to obtain the finest advantages 
of which he is capable. We do not want 
anyone with our company who is not 
ambitious, who does not want to climb 
the ladder of success, and hitch his own 
wagon to his own star. 


ce HIRD, we want our company 

to assume the responsibility of 
selling private enterprise and indi- 
vidual initiative to every community in 
which we operate. We believe that pri- 
vate initiative made this country great, 
and that the contingericy in Washing- 
ton that is trying to socialize our indus- 
try and to put the government in busi- 
ness in competition with its citizens, 
should get back to American funda- 
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mentals, and preserve and protect the 
system that made this the greatest na- 
tion on earth, and gave our working- 
men the finest living conditions now in 
existence. Public utilities must be the 
spearhead in this Washington-spon- 
sored encroachment into private busi- 
ness—our employees can lead in this 
battle. 


é¢ URTH, all of these things are 

very worth while, but to me the 
genius of our proposed plan is the 
fourth undertaking. All of the com- 
panies will likely follow some program 
similar to that outline, and most of 
them will do a good job. But, we in- 
tend to go much further. This next 
step represents the changed and chang- 
ing concept of business recognizing 
and assuming its responsibility to the 
people. We propose that our company 
go all out to build Arkansas; that we 
expend our every effort to see that our 
state realizes on its unlimited possibili- 
ties; and that our employees take the 
lead in this industrial crusade. As I 
see our duty, we are not working pri- 
marily for our stockholders, not even 
for our customers, but for the citizen- 
ship of Arkansas. As Arkansas goes 
and grows, so will our company go and 
grow. No community—no state—can 
outdistance, or outstrip, or outgrow the 
composite faith and vision and hope 
of its public utilities. 

“The fact that our own state is cir- 
cumscribed, by the way in which our 
company lives up to its public trust, is 
a great challenge which we must ac- 
cept. We want to inspire every one of 
our employees to be walking chambers 
of commerce—on the march in selling 
the state of Arkansas to our own citi- 
zens, and then to the rest of the coun- 


try. We must go to every community 
and organize the citizens into concert- 
ed organizations which will work con- 
jointly and codperatively to see that the 
raw products and possibilities of that 
particular section are fitted into the 
economy of the state and the nation. 
This is a very difficult task; yet, it can 
be done.” 


oe upshot of this meeting was the 
establishment of a new department 
—an ambitious, industrial expansion 
program, headed by the best man avail- 
able, whose duty it is to see that all 
Arkansas keeps on the march and 
realizes on its unprecedented potentiali- 
ties. We must also recognize that 
Arkansas is primarily agricultural, and 
that our future depends upon the de- 
velopment of agriculture and its kin- 
dred products. Our industrial director 
selected an agricultural counselor, 
whose principal duty is to promote the 
agricultural interests of our state. This 
department is fully staffed, and will be 
interested in all sections of the state— 
not just in the sixty-odd counties in 
which we operate. 

There are twenty million people in 
this nation looking for new homes— 
new places to live—new environments 
in which to make their future. They 
want to leave the concentrated sections 
of overgrown cities and come to more 
comfortable, healthful, and cheaper liv- 
ing conditions for the average class. 
That’s just what we have in Arkansas. 
This department will take the lead in 
getting all of Arkansas to see that these 
millions are invited and urged to “come 
and live and grow and build with us in 
Arkansas.” 

But to get back to our plan: Operat- 
ing officials and managers then toured 
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all the company’s property, studied 
operating conditions, appraised the 
future, and budgeted a building and 
expansion program for the next five 
years, which means spending some 
$20,000,000. It was decided that, in 
order to provide these funds, the com- 
pany would have to provide, in addi- 
tion to the cash to be generated in its 
regular operations, some $8,675,000. 
This was accomplished by a 10-year 
$5,000,000 loan from a New York 
bank at a low interest rate, and by the 
sale of additional common stock to the 
Electric Power & Light Corporation in 
the amount of $3,675,000. 


SS employee train- 
ing program was outlined in de- 
tail, to begin with supervisory em- 
ployees, and then to be carried by these 
trained employees out to every man and 
woman in the field. This program in- 
cluded the teaching of the fundamentals 
of business—how to become an execu- 
tive—the ability to handle and deal 
with people—the art of courtesy—the 
art of self-training, and the rare ability 
of thinking straight and keeping the 
feet on the ground. 

Careful 2-hour programs were pre- 
pared, in which manuals, sound films, 
and round-table discussions are used. 
Standard practices are emphasized. 
Every employee is sold on the im- 


portance of his job and the contribution 
he can make to his industry and to his 
country. All top executives are in- 
terested in every employee, and this 
training is highly personalized. 

Going hand in hand with the person- 
nel training is a new safety program. 
It is based on observance by employees 
of unsafe practices. A systematic re- 
porting system provides the subjects at 
regular meetings. The personnel de- 
partment was enlarged by adding an as- 
sistant director, a safety counselor, and 
a full-time instructor. 

Some of the company’s executives, 
assisted by the state chamber of com- 
merce, and many leading interests of 
our state, caused postwar planning com- 
mittees to be set up in every city in 
Arkansas. Some of the executives 
toured practically every city in the state, 
making from two to five meetings per 
day, generally accompanied by a repre- 
sentative of the CED, in an effort to 
induce and inspire business to recog- 
nize its individual responsibility in 
carrying Arkansas to the front. This 
plan recognized the necessity of going 
to the crossroads and to the grass roots 
and getting every community to build 
itself, and to use local know how and 
local money and local labor. It is now 
known as “The Arkansas Plan.” The 
Secretary of Commerce sent special 
representatives to Arkansas from 
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for war, so much more are its efforts needed to assist the 


q “As much as the [electric] industry's efforts were required 


troublesome transition from war to peace. True, reconstruc- 
tion service may not be as glamorous as war service. But by 
the same token it can be all the more required and appre- 
ciated because there may not be so many willing shoulders 
to the wheel. This could be the electric utility industry's 


golden opportunity.” 
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Washington to get the details of the 
plan to pass onto other sections of the 
country. Paul Hoffman, president of 
CED, stated: “This Arkansas Plan is 
the best thing I have ever seen—it is 
doing the best job in the country.” 


owes business leaders were able 

to codrdinate the efforts of all 
state agencies. The last legislature pro- 
vided some $600,000 for a state live- 
stock show, set up four district live- 
stock shows, and then made provisions 
to assist each county to have its own 
live-stock show. The legislature also 
set up the Arkansas Resources and De- 
velopment Commission, and the gov- 
ernor named fifteen outstanding busi- 
nessmen who are systematically cata- 
loging all of the possibilities of the state 
and fitting all plans into the economy of 
the nation. Arkansas businessmen, 
with aid of one of the Rockefeller 
funds, had set up a research fund to be 
used by the University of Arkansas. 
The legislature provided an additional 
$100,000 per year for the fund, and the 
work is proceeding in earnest. 

So, all agencies were pretty well co- 
ordinated. The time seemed ripe to 
launch the big AP&L program, since 
the war was over and business and gov- 
ernment seemed ready to win the peace. 

In October, 1945, our plan was com- 
plete and we were ready to start our 
program. We had a meeting of our 
fifteen directors, all executives, depart- 
ment heads, division and local man- 
agers, and our local attorneys. This is 
probably the first time that the directors 
and attorneys of a public utility have 
been called into such a meeting. 

An entire day was spent in outlining, 
defining, and illustrating the proposed 
5-year program. Ten executives and 
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department heads used about 40 charts 
and graphs in telling the story. 


I TOLD them, in launching the pro- 
gram, “I do not believe that we are 
working primarily for our consumers, 
although it is from them that we col- 
lect some $16,000,000 annually on 
which we operate and provide for the 
future. 

“It is my belief—and I think this is 
the modern concept, but it is true as 
life—that we are working primarily 
for Arkansas’ two million citizens and 
for the future prosperity and solidarity 
of our state. If we do not build Arkan- 
sas, who will build it? No state can 
outdistance or grow any bigger or be 
any better than the plans and courage 
of its public utilities. It is a challeng- 
ing thought that the future of this terri- 
tory will be affected by the vision and 
ability and enthusiasm of our em- 
ployees.” 

This program, with all that we hoped 
to accomplish and with all that it has 
planned for the state and its people, 
had the fullest executive approval. If 
the program succeeds, the personnel 
could get the credit and the people 
could get the results. If it fails, the 
executives assume the full responsi- 
bility. 

Then, this same program, with the 
charts and graphs and pamphlets and 
the story of the company’s hopes for 
the future, was presented to its seven 
operating districts, in special meetings 
lasting a day and night, with the same 
executives telling the story. More than 
1,000 employees attended these meet- 
ings. In fact, the annual Christmas 
parties of employees were conformed 
to this purpose. At the concluding 
Christmas party in Little Rock, with 
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MAKING OUR COMPANY THE BEST 


some 350 employees and their families 
present, there was presented, as evi- 
dence of the employees’ acceptance of 
this program, and their full belief that 
the plan can be fully realized, an at- 
tractive plaque signed by every em- 
ployee of the company, which said: 
“We, the employees of the Arkansas 
Power & Light Company, pledge our 
wholehearted support to — MAKE 
OUR COMPANY THE BEST.” 


ge. program is now in full force. 
Every month the personnel depart- 
ment covers the company’s territory, 
holding meetings of all supervisory em- 
ployees. This.part of the program was 


completed in July. General office 
executives are already in touch with all 
the employees in the field, giving special 
attention to the many phases of the 
program that affects each individual. 
The response has been spontaneous. 
Some of the newspapers and other or- 
ganizations have recognized what is 
being attempted, and the public gen- 
erally is becoming interested. This pro- 
gram, which envisions so much for 
Arkansas and its people, is literally 
reaching thousands of its citizens. 

Arkansas is looking forward. It has 
rolled up its sleeves. We are proud to 
be in the vanguard—each in his own 
way doing his very best. 








at Bier most difficult problems for mankind are social and 
political rather than technical. Unfortunately in the 
social and political spheres our imagination covers a rather 


limited radius. 


“Many men will risk their lives to solve a scientific problem; 


few will risk their comfort or security to solve a social or politi- 
cal problem. Therefore the most important problem of all is 
the selection of courageous, competent, and wise leaders. That 
kind of leadership calls for more than mere exercise of author- 
ity; it calls for imagination, initiative, direction, and guidance. 
People everywhere cry for such leadership. Upon it depends 
the future of democracy, the preservation of our freedom, and 
the solidarity of peace. 

“But if opportunity is to be turned to good purpose, this 
nation must be strong morally and physically, not alone for its 
security but also for the accomplishment of its task in helping 
to rehabilitate a world suffering from the vicious aftermath of 
war.” 

—Davin SARNOFF, 
President, Radio Corporation of 
America, 
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The Depreciation Problem 


ParT III. Trend toward Federal Ownership of Utilities 


In this, the concluding article of the series, the author, as the result of 

his analyses and studies, reaches the conclusion that “depreciation” 

accounting policy leading to the piling up of vast credit balances points 

to a Federal ownership objective; and Federal ownership, he is con- 
vinced, will be a disastrous mistake. 


By HENRY EARLE RIGGS* 


T has been shown in the first article 

I of this series that, beginning about 
1914, accounting reserves to reim- 
burse utility corporations for the cost 
of plant retired have been required for 
the large industries ; that the “straight- 
line’ method, compulsory in railroad 
and telephone accounting, has come into 
very general use; and that substantial 
benefits have accrued to the companies. 


Benefits to the Corporations 


The so-called and miscalled “Credit 
Balance” in the “depreciation” reserve 
reflects money charged in some form 
to operating expenses and generally 
spent in new additions to plant, reduc- 
tion of debt, or other corporate use. 
From the tables in the first article on 
the subject, Table I is derived. 

While it is undoubtedly true that the 


*Professor emeritus, University of Michigan 
School of Enginering, Ann Arbor, Michigan. 
For further note, see “Pages with the Editors.” 


period of depression during the 1930's 
resulted in minimum retirements of 
plant in all industries, and the heavy 
requirements of the war years caused 
all old equipment to be worked to the 
limit, so that coming heavy retirements 
should substantially reduce these credit 
balances, the fact must be faced that 
the figures noted are recorded statistics 
and that the credit balances and per 
cent that they are of plant investment 
have shown steady increases since 1912. 
The growth of the credit balance has 
been continuous for thirty years in all 
of the three industries. Table I shows 
that all class A and B electric plants, 
with the smallest credit balance, in 
terms of per cent of invested capital, of 
any of the three industries, have collect- 
ed enough money from December 31, 
1937, to December 31, 1943, through 
charges to “depreciation” to more than 
pay for all additions to plant in the 
period. 
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HE statistics are such as to serve 

as a warning to the power indus- 
try. The credit balance of $2,557,241,- 
000, an amount which is over and above 
the cost of all property retired during 
the period of regulated accounting, is a 
goodly sum in itself. It is to be noted 
that the rate of increase, in terms of 
per cent of fixed capital, in the years 
1936-1943, is 50 per cent greater than 
that of the railroad or telephone indus- 
tries. The saving of interest in these 
six years would amount roughly to one 
year’s interest on $11,000,000,000, or 
of the order of $330,000,000. 

While it is true that these benefits 
vary greatly as between individual 
properties, and, when computed year 
by year over the period that reserve ac- 
counting has been in effect, amount to a 
small percentage of the total investment 
in any year, they have accumulated, in 
the case of many companies, and of the 
industry as a whole, most impressive 
totals, as indicated above. And it is 
with the presentation of such figures, 
which tend to shock the uninformed 
public, that advocates of public owner- 
ship will conduct their campaign. 


Recent Growth of Federal Ownership 
| ati ownership of local utilities, 


waterworks, sewerage, and the 
recreational utilities dates back to the 
early days of the nation. When electric 
lighting was developed in the last dozen 
years of the previous century, hundreds 
of cities and villages installed publicly 
owned plants and continued to do so 
during the early years of this century. 

There was in 1944 a total of 434 
plants owned bycities in excess of 5,000 
population, and 2,827 in smaller cities 
and villages; of this total of 3,261, 
statistics of operation are available on 
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about 800, leaving over 2,400, the data 
for many of which are not to be had. 
And many of them have no adequate 
data. 

The municipal plants, like those un- 
der private ownership, range from very 
good to very bad. Municipal owner- 
ship is not in question. Waterworks 
and electric power plants can be built 
and operated by cities and give just as 
good service at as low or lower cost as 
it can be given by privately owned 
corporations, provided there is a popu- 
lation large enough to support them 
and wise enough to provide a high- 
class management. 

The writer is wholly in favor of 
municipal ownership where it can be 
properly administered. The discussion 
of public ownership in this article is di- 
rected to the Federal government own- 
ership of utilities rendering a service to 
citizens, no part of the cost of which 
should be borne by the taxpayers. 


URING the first World War the 

need for nitrate plants resulted in 
the passage of the National Defense 
Act of 1916. Section 124 of that act 
authorized the use of hydro power to 
be developed at Muscle Shoals, Ala- 
bama. Late in 1917 that site was se- 
lected for nitrate plants 1 and 2; the site 
of what is now Wilson dam was ac- 
quired and construction was com- 
menced in the same month that the 
Armistice was signed. Construction 
was stopped after about $17,000,000 
had been spent and, after long delays, 
the dam was completed in September, 
1925, and the government entered into 
an arrangement with the Alabama 
Power Company under which the com- 
pany took as much of the output as 
could be absorbed in its system. Prior 
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to 1925 the total generating capacity of 
all plants owned by the Federal govern- 
ment was less than 60,000 kilowatts. 

Table II shows the growth of gov- 
ernment-generated power from 1924 to 
1942. It is enough to provoke thought, 
not only by the electric utility, but by 
others, because, if Federal ownership 
of power is possible, it is even more 
obvious for transportation and com- 
munication. 


The Beginning of the New Deal Power 
Development 


€>" September 21, 1932, Mr. Roose- 
velt, then a candidate for the 
presidency, said: 


Where a community . . . is not satisfied with 
the service rendered or the rates charged by 
the private utility, it has the undeniable right, 
as one of its functions of government... 
to set up. . . its own governmentally owned 
and operated service. ... The very fact that a 
community can, by a vote of the electorate, 
create a yardstick of its own, will in most 
cases guarantee good service to its population 
...a birch rod in the cupboard. 

That is the principle that applies to com- 
munities. I would apply the same principle to 
the Federal and state governments. 


In the same speech he referred to the 
St. Lawrence, Muscle Shoals, Boulder 
dam, and “finally, but by no means least, 
the Columbia river in the Northwest. 
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Each one of these will be forever a na- 
tional yardstick to prevent extortion 
against the public and encourage the 
wider use of that servant of the people, 
electricity.” 

A week later at Milwaukee he again 
referred to “birch rods” and “yard- 
sticks” and a month after his inaugura- 
tion as President, in a message to Con- 
gress, he recommended the creation of 
a corporation “clothed with the power 
of government” and closed his message 
with the sentence : “If we are successful 
here we can march on, step by step, ina 
like development of other great terri- 
torial units within our borders.” 


oe at the very beginning of Mr. 
Roosevelt’s prominent place in na- 
tional affairs he outlined a program 
that has been actively promoted by sup- 
porters in all parts of the country. The 
Tennessee Valley Authority program, 
with 24 great dams completed and 4 
more with construction suspended 
during the war, and with 11 steam 
plants ; the Columbia development with 
the great Bonneville and Grand Coulee 
dams ; the beginning of a Missouri Val- 
ley Authority in Fort Peck dam; and 


TABLE I 
Srx-vearR GrowTH oF CREDIT BALANCES 


(1 
Credit 
Balance 


Railroad Equipment 
Telephone Industry 
Class A and B Electric 


Railroad Equipment 
Telephone Industry 
Class A and B Electric 
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$2,504,131 
1,268, 
1,495,250 


Plant Inves’t. 


Year 1937 
(2) (3) 
% of Plant Credit (4) 
Investment Balance % of Plant 
% 000 Investment 
45.67 $3,220,925 
27.05 1,814,573 
10.80 2,557,241 


(5) (6) 
Increase in Increase in 
Cr. Balance 


$716,794 
546,564 
1,061,091 


Year 1943 
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many other projects of magnitude 
which have had very little publicity but 
are now going concerns, will greatly 
increase the government-built percent- 
age of power capacity by 1950. 
Before making any comparisons of 
the operating statistics of privately and 
publicly owned plants it appears to be 
proper to point out new concepts that 
have been developed in recent years. It 
must be kept in mind that the second 
article of this series traced the develop- 
ment of the two concepts of deprecia- 
tion and the recent complete abandon- 
ment by the Supreme Court of the body 
of law built up by the series of opinions 
ending with the Lindheimer Case. The 
Interstate Commerce Commission’s 
valuation ended in 1933 after Mr. 
Roosevelt became President. The 
theories developed there by the Bureau 
of Valuation were carried on during 
the entire 20-year valuation period 
and down to the present time by the ac- 
counting practices of all government 
agencies. There has been no review of 
these government theories—the use of 
the straight-line method in the creation 
of the reserve and the deduction of the 
credit balance as depreciation of valua- 
tion—by the Supreme Court in any 
cases except those of privately owned 
properties prior to 1934 as was de- 
veloped in the second article of this 
series. Those opinions held that the 
reserve was a retirement reserve to 
maintain value, that the money reflect- 
ed by it was the property of the com- 
pany, and that depreciation was a physi- 
cal condition revealed by inspection. 


The Attitude of Federal Commissions 


) i the report of the Federal Com- 
munications Commission for 1940, 
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on page 34, is the following statement : 


An effort is being made to bring about con- 
sistency in the treatment of depreciation to 
the end that the same elements which are 
being taken into consideration in determining 
the annual expense includible in the cost of 
furnishing service (the reserve allowance) 
shall be given corresponding consideration in 
determining the amount of depreciation de- 
ductible in determining the base upon which 
a fair rate of return is allowed to be earned. 
The matter is IMPORTANT TO THE 
PUBLIC from the standpoint of its effect 
upon rates. (Italics and caps supplied.) 


The “Financial Record of the Elec- 
tric Utility Industry, 1937-1942,” a 
publication of the Federal Power Com- 
mission, contains much material bear- 
ing on this subject and should never be 
overlooked in a study of this subject. A 
few extracts are as follows—on page 3: 


Reserve for depreciation of utility plant 
increased from $1,495,249,546 at the close of 
1937 to $2,306,144,561 at the close of 1942, an 
increase of more than three-quarters of a 
billion dollars, or just under 55 per cent, As 
a result of this extraordinary increase in this 
reserve, net utility plant after deduction of 
depreciation, as recorded on the books of the 
companies, increased only about 14 per cent, 
or approximately two hundred million in the 
5-year period. 

The small increase in gross plant, and the 
relatively negligible increase in the amount of 
net plant, is the more remarkable when it 1s 
considered that during the same 5-year period 
the installed generating capacity of the pri- 
vately owned electric utilities increased by 
17 per cent and the number of customers by 
15 per cent. During the same period kilowatt- 
hour sales of electric energy to ultimate con- 
sumers increased by 52 per cent and revenues 
by 28 per cent. (Italics supplied.) 


N the same page credit is given for 
the increase in the reserves of the 
companies to the new system of ac- 
counts installed in 1936. On page 4 it is 
pointed out that there was, in the 5-year 
period, an increase in plant investment 
of approximately a billion dollars and 
an actual decrease of $28,000,000 in 
the amount of outstanding securities. 
Only one more paragraph need be 
quoted from this document to make it 
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TABLE II 
GROWTH OF FEDERAL OWNERSHIP OF THE PowER INDUSTRY 


(1) 
Kilowatt 
Capacity 


(3) (4) 
Col.l1Iis% Col.2Is % 
Of Total U.S.Of Total U.S. 
Output 

0.37% 


(2) 
Kilowatt 
Hours Generated Capacity 
218,065,000 0.30% 
275,314,000 1.05% 
983,135,000 1.11% 
1,016,946,000 1.07% 
2,706, 133,000 2.80% 
19,732,900,000 8.77% 10.45% 





clear that there is abundant trouble 
ahead for the electric power utility when 
the Federal Power Commission gets 
further along with natural gas and 
pipe-line problems, now coming under 
regulation for the first time, and gets 
one or two more Supreme Court opin- 
ions along the line of the Pipe Line, 
Hope Gas, and Colorado Interstate Gas 
cases, discussed in the second paper. 
On page 6 is the following paragraph: 


Utility operating income represents the re- 
turn ON capital invested in utility plant. But 
the amount of operating income shown on the 
books is affected by the amount accrued for 
depreciation which provides, in effect, for the 
return OF capital through charges made to 
provide for the ANNUAL consumption of 
capital in the business. During the period 
under consideration the annual rate of accrual 
for depreciation has substantially increased. 
This increase in the rate of return OF capi- 
tal (in the form of depreciation accruals) has 
resulted in reducing the amount shown on the 
books for return ON capital (in the form of 
utility operating income). The net effect of 
these offsetting trends is, however, that the 
sum of utility operating income PLUS ac- 
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cruals for depreciation, representing the total 
amount returnable to investors either as 
principal or income, was some $45,000,000 
greater on a comparative basis in 1942 than 
in 1937. (Italics and caps supplied.) 


HESE quotations have been given 

to show the “modern theory of de- 
preciation” developed by Federal com- 
missions. Of course the “investors” get 
no benefit from the reserves. That fal- 
lacy is not under discussion in this 
paper. It was well disposed of by Dr. 
Herbert B. Dorau in the June, 1944, 
issue of New York Certified Public Ac- 
countant. The real significance of these 
views of the commissions is found in 
the Pipe Line, Hope Gas, and Colorado 
Interstate Gas opinions of the courts 
of the years 1942 and 1944. In the 
latter case the circuit court said: “And 
after full consideration, the commission 
adopted the service-life principle for de- 
termining annual and accrued deprecia- 
tion . . . Once more, in the absence of 
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impingement upon due process, review 
is ended.” (Italics supplied. ) 

Here the commission used the 
straight-line method and considered 
the credit balance in the reserve as 
measuring depreciation of the property. 
The commission’s opinion was held to 
be final and not reviewable by the court. 
The foregoing quotations from “Finan- 
cial Record of the Electric Utility” give 
the basictheory upon which the commis- 
sion will undoubtedly decide cases, and 
it appears very doubtful whether there 
can be an appeal from the commission’s 
decision. And the commission which 
enunciated these views is the same com- 
mission that will decide electric utility 
cases. 


Comparison of Public and Private 
Ownership 


HE fact that government owner- 

ship of the electric power industry 
has increased from 1.07 per cent of 
plant capacity and 1.12 per cent of out- 
put in 1932 to 8.77 per cent and 10.45 
per cent, respectively, ten years later, 
and the further fact that many new 
plants have been built and plans for 
many others have been made, makes it 
evident that there will be further great 
increases in government-owned power 
within the next few years. The great 
mass of our population is coming to be- 
lieve that the building of a dam means 
“cheap” power. Propaganda to that 
effect is constantly being published in 
papers and magazines. Analysis of the 
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costs of recent Federal construction 
will clearly show why large allocations 
to navigation, irrigation, and flood con- 
trol are absolutely essential to justify 
many projects. The writer has recent- 
ly made some comparative studies of 
TVA, the Bonneville Power Adminis- 
tration, and certain municipal and pri- 
vately owned properties. The following 
tables show some figures abstracted 
from these studies. Federal projects 
used are TVA (from the annual re- 
ports of the authority); Bonneville 
(from statements in Congressional 
Record, House, April 25, 1945, pages 
3876-3878) ; municipal plants (using 
the consolidated reports of Los An- 
geles, Seattle, Tacoma, Lansing, Michi- 
gan, Pasadena, Jacksonville, Florida, 
and Springfield, Illinois, seven of the 
outstanding plants of the country) ; 
private plants, all class A and B plants 
as reported by the Federal Power Com- 
mission, and the large properties serv- 
ing the New York metropolitan district 
as reported by the New York commis- 
sion. These studies show very clearly 
that many of the government projects 
could never be justified as power de- 
velopments only. 

No question is here raised as to the 
allocations of TVA and Bonneville as 
between power, flood control, naviga- 
tion, or irrigation. 


— figures noted below appeared 
in the TVA balance sheet for the 


year ending June 30, 1944. 


2 


(1) 
Fixed Assets— Reserve 
ge aa $403,204,832 for Depr. .. 
Fixed Assets— eserve 
Other uses .... 354,272,704 for Depr. .. 
WE ites cncun $757,477,536 
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(2) 
Col. 1 minus 
. . » $42,892,772 oo" & Pee $360,312,060 
Col. 1 minu 
ore 8 a eee 335,700,140 
$61,465,336 $696,012,200 
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Throughout the TVA report the 
credit balance is deducted on the asset 
side of the balance sheet. The most 
notable item on the liability side of the 
balance sheet is “Appropriations by 
Congress $667,969,270,” to which is 
added the transfer of assets from the 
War Department, Wilson dam, and 
other items, $36,592,269, making a 
total of $704,561,539. It is obvious that 
no interest is being paid on this amount. 
It would appear that it is being reduced 
by the net expense of nonincome-pro- 
ducing programs — navigation, flood 
control, etc.—totaling $62,566,817, 
which is partially offset by the net earn- 
ing of power for eleven years of $43,- 
122,540, leaving an excess of expense 
of $19,444,277 which is deducted from 
the above italicized total, leaving a 
liability of $685,117,262. 


AN this writer construes the report, 
more than $700,000,000 has 
been added to the national debt, on 
which not only is no interest being 
paid by TVA but the principal is being 
reduced by the net deficit of all opera- 
tions. This in effect is a $700,000,000 
present by Federal taxpayers. 

Is the TVA a fair yardstick when 
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compared with municipal plants? The 
writer thinks not. Comparing TVA 
with Seattle, the table below shows 
the difference due to nonpayment of 
interest. In other words, the citizens 
and ratepayers of Seattle paid for that 
plant, those of the Tennessee valley had 
a gift of $700,000,000 from the people 
of the United States. 

TVA is paying interest on bonds is- 
sued by the authority, $56,500,000 of 
which are 13-23 per cent serial bonds 
which were sold to the U. S. Treasury, 
the interest rate by temporary agree- 
ment being limited to 1 per cent. The 
Seattle rate averages about 4 per cent 
on all bonds. 


HE Bonneville Power Administra- 
tion property consists of Bonne- 
ville dam,. Grand Coulee dam, and 
slightly less than $75,000,000 invested 
in transmission facilities, a total invest- 
ment of $337,811,494, of which 65.8 
per cent is allocated to power, 18 per 
cent to irrigation, 7.6 per cent to navi- 
gation and flood control, and 8.6 per 
cent to future river regulation. 
Interest during construction was 
charged on all work, exceeding $8,000,- 
000. The writer finds no such charge 


TABLE III 


From the Balance Sheet 

Total Investment, Plant, and Equipment 
Funded Debt (on which interest is paid) 
Debt in Per Cent of Total Investment 
From the Income Account 

Gross Income after Depreciation 
Deductions Interest 

Amortization of Debt Discount 
Payment in Lieu of Taxes 


Net Income Is % of Gross after Depreciation 


Payment in Lieu of Taxes Is % of Investment 


Tennessee Valley 
Seattle Authority 
$71,687,414 $757,477,536 
363,000 63,072,500 
54.9% 8.32% 


$17,106,068 
621,579 


’ 


200,000 
2,168,798 


4115691 
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on other Federal dam construction. 
The income accounts show deficits 
for 1941 and prior years and profit for 
year ended June 30, 1942, of $217,908, 
for 1943 of $2,393,745, and for 1944 
of $8,004,951. 

This property has not been in opera- 
tion long enough for a fair comparison 
with the other groups of property 
selected in the following tables, but the 
radically different and greatly superior 
accounting practices to those of the 
Tennessee Valley Authority are to be 
noted. Government accounting rules 
are apparently far from uniform and 
radically different from rules it re- 
quires of public utilities. 


HERE are such wide differences in 
the management, accounting, and 
statistics of the hundreds of municipal 
plants in the country, and information 


as to the great majority of individual 
plants is so completely lacking that, in 
order to get some sort of comparison of 
results of Federal, municipal, and pri- 
vate ownership in the matter of depre- 
ciation, taxes, and interest, the above 
seven prosperous and well-managed 
plants have been used, their statistics 
consolidated, and the result presented 
as a fair showing of high-class mu- 
nicipal operation. 

Table IV (page 536) shows in a 
striking manner either that something 
is wrong with private ownership, or 
publicly owned plants have very sub- 
stantial advantages not enjoyed by the 
private corporations. The Tennessee 
Valley publications emphasize rates and 
claim much lower rates than private 
industry. 

The immense subsidy by the taxpay- 
ers of the nation, the direct gift of 
$700,000,000 toward the cost of the 
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properties, has already been empha- 
sized. When this is reduced to the an- 
nual cost of interest and amortization 
in terms of per cent of total investment 
in plant it is striking. 

Table V (page 537) shows, in terms 
of per cent of total investment in plant, 
some statistics which point out the 
great difference between public owner- 
ship (unregulated) accounting and the 
results of commission regulation of 
privately owned utilities. 

This table indicates conclusively that 
TVA shows its paper profit only, be- 
cause it does not bear the burden of 
interest and taxes borne by the private- 
ly owned properties. The city plants, if 
they paid taxes comparable with those 
of the privately owned plants, would 
make a very different showing than 
they do. And it must be remembered 
that the seven selected are among the 
dozen or fifteen outstanding municipal 
plants in the United States. 


What Is a “Yardstick” ? 


HE United States has authoritative 

standards of weights and measures 
of many kinds which are in universal 
use. It has issued uniform classifica- 
tions of accounts for railroads and utili- 
ties which have been in effect for most 
utility industries for about thirty years 
and which have done wonders in the 
elimination of bad accounting and 
financial practices. 

Any government standard of meas- 
ure that is applied in any business 
should have exactly equal graduations 
of length, weight, or other measures. 
The yard, pound, ton, gallon, or acre 
should be exactly the same in govern- 
ment business as in private business. 

The burden of supporting a privately 
owned gas, electric power, telephone, or 
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ANNAN a 
TABLE IV 


Tennessee Valley Authority 
Bonneville Power Administration 
Average of Seven Municipal Plants 


All Class A and B Plants in the U.S. ........ 


Large Plants in New York City Area 


Net Incomes 
Operating Revenue 9% of Plant 
Is of Plant Invest’t. Investment 


3.50% 





railroad corporation properly falls on 
the consumer or patron. His rates 
should be adequate to pay all costs of 
operating expenses, maintenance, re- 
placement of property worn out in 
service, taxes, interest in plant indebted- 
ness, and a reasonable return to stock- 
holders. This writer can see no pos- 
sible justification for the general tax- 
payers of a city relieving the consum- 
ers of a strong and prosperous munici- 
pally owned plant of any of the burdens 
that they would bear if the property 
was owned by private interests. 


HE questionable item, fair return 

on the stock interest, the consum- 

ers would get in the form of lower rates 

as the bonds were retired and consum- 
ers take the place of stockholders. 

Certainly the plant should pay exact- 

ly the same taxes as if privately owned. 

The writer’s decades of experience 

with many municipal as well as private 

plants has convinced him that the same 

sort of commission supervision of ac- 


counts under the same classifications as 
required of private corporations, and 
the same publicity of statistics, should 
be required of all municipal plants. 
Many of the best now use the account- 
ing rules and give full publicity. Hun- 
dreds of them do not. The writer has 
found just as many bad practices, if 
not more, in plants owned by small 
cities and villages as in private plants. 

Certainly a Federal government 
standard or “yardstick” would call for 
exactly the same treatment in every re- 
spect for government-owned utilities 
as the government requirements treat 
private owners. 


The Present Trend 


[ the Tennessee Valley Authority 
represents the Federal concept of a 


“yardstick,” under the measurement of 
which a Federal utility looks to Ameri- 
can taxpayers for the outright gift of a 
large part of the investment, freedom 
from interest, freedom from taxes 
borne by private utilities, the right to 
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TABLE V 
In Terms oF PERCENTAGE OF INVESTMENT IN PLANT 


Gross Opr. 
Income 
Before 

Depreciation 


Tennessee Valley Authority 

Bonneville Power Administration .. 
Average Seven City Plants ' 
All Class A and B Private ’ 
Class A Plants New York City Area 10.22 


Deprecia- Amorti- 


Int. & Total Depr. 
Interest& Net 

tion zation Taxes Taxes Income 
%o %o %o % ’o 

1.66 0.20 0.54 2.40 3.44 

0.67 1.415 0.00 085 2.37 

2.69 1.43 0.36 . 

2.22 1.69 4.65 

2.14 1.32 4.53 


ze 


develop its own system of accounting 
rules which differ widely from the gov- 
ernment rules for the utility, and the 
right to report its statistics of opera- 
tion in its own way and not in com- 
parable form, the privately owned util- 
ity is under a severe handicap. 

If the privately owned utility is com- 
pelled to set up on its books, not re- 
serves for retirement of reasonable 
amounts, but to use the “straight-line” 
method, which assumes that the utility 
built to render a service of continuous 
and indefinite life “depreciates” at the 
same rate as the perishable items of 
which it is composed, and to deduct the 
credit balance as depreciation or loss of 
value in determination of a rate base, 
then it faces inevitable bankruptcy un- 
less the courts will intervene and pro- 
tect it. The opinions of the Supreme 
Court and of the Federal Circuit Court 
affirmed “in all respects” by the Su- 
preme Court cited in the second article 
of this series seem to have disposed of 
any question of relief by the courts. 


| 2 ew Roscoe Pound stated the 
case when he said that “‘to cut off 
from the province of the judiciary 
scrutiny of official action involving in- 
dividual rights of such importance is 
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to break with the most characteristic 
of American institutions, the one out- 
standing American contribution of pol- 
itics ; namely, the constitutional democ- 
racy under which all the powers of 
politically organized society are exer- 
cised by officials and agencies subject 
to the law of the land.” 

Any person who makes a study of 
the statistics of so-called “deprecia- 
tion” accounting of the private utilities 
over the last seven or eight years with 
its piling up of vast credit balances run- 
ning into the hundreds of millions or 
billions of dollars; of the use of the 
money reflected by those credit bal- 
ances and of the saving of interest by 
reason of their existence; of the clean- 
cut statements in publications of Fed- 
eral commissions of their policy in re- 
spect of private corporations, and the 
reflection of that policy in the 1943 and 
1944 reports of the committee on de- 
preciation of the National Association 
of Railroad and Utilities Commission- 
ers, a committee on which Federal com- 
missions are active; is bound to reach 
the conclusion Federal ownership is 
the objective, and that the excessive re- 
serves of the companies are speeding 
the day when the utilities must pass 
into the hands of the government. 
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And a study of Supreme Court opin- 
ions does nothing to change the conclu- 
sion. These are facts that must be faced 
now. 


HE writer’s six decades of engi- 

neering work in railroad and mu- 
nicipal engineering and valuation have 
convinced him that private ownership 
without regulation resulted in many 
and serious evils; that regulation by 
commissions has been of great benefit 
to corporations, patrons, and the pub- 
lic at large, although, being human, 
commissions have made errors. 

He is equally convinced that Federal 
ownership of utilities will be a disas- 
trous mistake. The country is too large 
and conditions in it are too diverse for 
any group of men in Washington to 
manage properties serving far-flung 
communities or states. Politics is cer- 


tain to play a large part in the manage- 
ment. Technological improvement will 
undoubtedly be less, and local needs are 
certain to be neglected. 

It was only through private initiative 
and the risking of private money that 
such revolutionary industries as the 
telephone and electric power have been 
developed. Wise regulation in the past 
has curbed corrupt practices in these 
and other utility industries, eliminated 
most of the evils, and encouraged the 
development of more efficient types of 
plant. This writer is firmly convinced 
that these things could never have hap- 
pened under government ownership. 
Honest analysis of government opera- 
tion of recently built plants does not 
lead to the conviction that it furnishes 
a better way of life than the old way 
of private ownership under Federal and 
state regulation. 





An 


<4 hae Federal Communications Commission, in executing 
the congressional mandate, must always seek to protect 
the public interest. In so doing, it does not claim any authority 
to designate the specific content of radio programs. The com- 
mission is, in fact, prohibited by law from exercising censor- 
ship. The authority of the commission is directed to the super- 
vision of over-all program service, and this authority can be 
appropriately exerted at the point where broadcast licenses must 
be issued or renewed. Here the commission can judge the com- 
petitive offerings of private enterprise and can award the 
licensing privilege to those who will best serve the public in- 
terest. For the commission to do otherwise is to ignore the 
intent of Congress, the plain meaning of the law, and the sup- 
porting construction given it by the courts.” 
—Hucu B. MitcHe tt, 
U. S. Senator from Washington. 
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German Communications System 


What it was before and during World War II and 
what is being done about it under Allied occupation 
of the conquered country. 


By EUGENE H. MERRILL* 


ACTING CHIEF, COMMUNICATIONS BRANCH OES OF MILITARY 
GOVERNMENT FOR GERMANY ( 


son in Berlin could see as well 

as talk to a person in the tele- 
phone booth in Munich. But it is a land 
of contrasts. Hitler’s supermodern 
double-lane highways—autobahns— 
checker the country, passing farms 
where some of the land is tilled by 
peasants in much the same way as was 
done by their Sixteenth Century an- 
cestors. Hand plows drawn by a 
“team” consisting of a mule and a cow 
and harvesting of grain by hand with 
a scythe are. common sights. 

The Reichspost—the German gov- 
ernment agency which prior to occupa- 
tion employed some 600,000 persons— 
had a virtual monopoly in the rendering 
of telephone, telegraph, and postal serv- 
ices in Germany. It operated about 40 
per cent of the intercity passenger bus 
service, performed important services 
in the radio broadcasting field, operated 


he Germany’s downfall a per- 


*For personal note, see “Pages with the Edi- 
tors.” 
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an extensive post check and post sav- 
ings bank system, and rendered various 
other services, including the collection 
of certain taxes and insurance pre- 
miums, obtaining of subscriptions and 
the delivery of newspapers, issuance of 
travelers’ cheques, and controlling and 
renting extensive residential real estate 
properties. 

Hence, the Reichspost embraced, 
under one organization, the general 
classes of services rendered by the Bell 
system, independent telephone com- 
panies, Western Union Telegraph 
Company, and the U. S. Post Office 
Department, in addition to performing 
many services that are rendered in the 
United States by other governmental 
and private agencies. 

Contrasts are again found in the 
telecommunications field. An exten- 
sive coaxial cable system had been 
placed in operation. And so, the tele- 
phonic television. Yet there was a rela- 
tively low development of long-distance 


OCT, 24, 1946 





PUBLIC UTILITIES FORTNIGHTLY 


telephone service. A 2-hour delay in 
completing telephone calls between the 
more distant cities was a common ex- 
perience. There were in service in Ger- 
many in 1940 only about 5 telephones 
per hundred population compared with 
16 in the United States. 

Before and during the war some 
rather impressive commercial develop- 
ments had been made by the Germans 
in the telecommunications field. Over 
85 per cent of the telephones were 
served by dial systems. In some areas, 
a subscriber could dial directly the tele- 
phone number of a subscriber in an- 
other community up to 50 miles away. 
Automatic equipment recorded the dis- 
tance and duration of the call. The 
crack Berlin-Hamburg trains had tele- 
phone facilities which enabled passen- 
gers en route to carry on telephone con- 
versations with their offices or homes. 

The Reichspost provided transmis- 
sion facilities so that regular and 
normal television broadcasting between 
some cities was commonplace as early 
as 1939. A dial teletypewriter net- 
work covered Germany, using auto- 
matic recording equipment. Facilities 
were also in operation for providing 
low- as well as high-frequency radio 
broadcasting and point-to-point radio 
telecommunications services. 


B” the Germany of today, in its 
second year of peace after nearly 
six years of war, presents a picture 
much different from that when Hitler’s 
legions began their merciless marches. 
Much of the business districts and some 
residential areas, particularly in the 
larger cities, are “kaput.” 

The communications system has felt 
the effects of war along with other 
property and operations in Germany. 
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Nearly all local and long-distance com- 
munications circuits were in under- 
ground cable. The repeater stations 
along the coaxial cables and other com- 
munications buildings of recent con- 
struction had large underground con- 
crete and metal-lined chambers for 
housing equipment. Their superstruc- 
tures were similar to those of near-by 
houses. Hence, it was impossible to 
discern them from the air or even by 
passing by them on the ground. The 
equipment rooms in these buildings 
were little affected by bombing or gun- 
fire, but some were damaged by vandal- 
ism, sabotage, or the “scorched earth” 
policy of Hitler’s retreating armies. 

Many of the exchange cables in the 
larger cities suffered damage from 
bombing and the cable terminal vaults 
were “popular” places for exploding 
demolition bombs by the evacuating 
Germans. A considerable amount of 
the exchange and toll central office 
equipment in the larger cities was dam- 
aged or had been removed when occu- 
pied by the Allied forces. Even now 
some of that equipment occasionally 
“mysteriously” reappears from caves 
or other places where it had been taken 
by German technicians during the lat- 
er stages of the war. 


N the time of occupation, civil com- 


munications services in Ger- 
many were practically at a standstill. 
The central Reichspost administrative 
agency that was formerly in Berlin 
was nonexistent. Many of the operat- 
ing officials in the various Reichspost 
Direktionen (operating areas of which 
there were 44 in “Greater Germany” ) 
were no longer in office. 
Military personnel immediately pro- 
ceeded to reéstablish essential services. 
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Developments in Communications Field 


ce B= and during the war some rather impressive commercial 

developments had been made by the Germans in the telecommunt- 
cations field. Over 85 per cent of the telephones were served by dial sys- 
tems. In some areas, a subscriber could dial directly the telephone number 
of a subscriber in another community up to 50 miles away. ... The crack 
Berlin-Hamburg trains had telephone facilities which enabled passengers 
en route to carry on telephone conversations with their offices or homes.” 





Since that time U. S. Military Govern- 
ment authorities have followed a vigor- 
ous program of permitting the restora- 
tion of essential communications serv- 
ices of a nonmilitaristic nature. 

During combat the Signal Corps 
bore the responsibility of providing 
adequate communication facilities. 
Since occupation, under the vigorous 
and able direction of Lieutenant Gen- 
eral Lucius D. Clay, Military Govern- 
ment has implemented the creation of a 
democratized German organization to 
meet much of the communications re- 
quirements of the forces of occupa- 
tion in the United States zone in Ger- 
many, as well as providing for the 
essential requirements of the German 
civilian population. 

General Clay’s policy in placing the 


operational responsibility upon Ger- 
man Officials is indicated in the follow- 
ing extract from his instructions to the 
Minister Presidents : 

“In general, the instructions to Min- 
ister Presidents (German Land Offi- 
cials) should be confined to the full- 
est extent possible to the delineation of 
policies and should avoid detailed in- 
structions as to the execution of such 
policies. 

“The German Laender Governments 
should be required to prepare and pre- 
sent plans for execution of policy for 
the approval of Military Government. 
The action of Military Government on 
such plans should be based only on the 
compliance of the proposed plans with 
United States policy and not on its 
views of the efficiency of the plan. The 
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efficiency of German government is 
not in itself our responsibility except as 
a lack of efficiency interferes with the 
execution of approved United States 


policy.” 


ERMAN Officials, under the watch- 
ful eye of Military Government, 
are continuing the restoration of per- 
mitted communications services and 
are fully justifying General Clay’s 
policy. Procedures developed in the 
United States by regulatory commis- 
sions and by World War II govern- 
ment agencies have been the basis of 
some of the methods used by Military 
Government in controlling the opera- 
tions of the German communications 
system. 

While rapid progress has been made 
in restoring services under Military 
Government control in the United 
States zone, much remains to be done 
in reéstablishing interzonal and inter- 
national services. All such restoration 
of services is subject to quadripartite 
discussion and decision. 

At least three times a month com- 
munications representatives of the 
four occupying powers—United States, 
Russia, Great Britain, and France — 
meet around the conference table. 
There each nation’s delegate, flanked 
with advisers and interpreters, carries 
on negotiations involving interzonal 
and international problems. If unani- 
mous agreement is not reached by the 
four delegates on matters under their 
jurisdiction, the problem is referred to 
a higher committee. The Allied Con- 
trol Authority whose delegates are the 
Military Commanders of the four 
zones (General McNarney for the 
United States) is the highest quadri- 
partite body. 
OCT. 24, 1946 


The results of quadripartite confer. 
ences are both remarkable and at times 


disheartening. Many of us who attend 


these meetings, which are held in a for- 
mer General Court building in Berlin, 
feel we are part of a “pilot plant” opera- 
tion in internationalism. We consider 
ourselves as pioneers in this first ven- 
ture in the world’s history in which a 
major nation has been jointly con- 
trolled and governed by four sovereign 
powers. The success or failure of our 
work may be an example of what might 
be accomplished in the future in peace- 
ably settling world problems. 


FTER one year of such 4-power 
government in Germany — the 
trimonthly conferences are consider- 
ing matters of increasing importance. 
Much mutual confidence has been 
established between delegates and 
many major problems have been dis- 
posed of by unanimous agreement. 
Some communication services have 
been reéstablished between zones and 
a number of practices have been made 
uniform throughout Germany. Agree- 
ment also has been reached in reéstab- 
lishing some international services. 

Before turning the operational re- 
sponsibilities for communications back 
to the Germans, it was necessary to ob- 
tain non-Nazi personnel. The top 
Reichspost departments under Hitler 
were a haven for Nazi sympathizers. 
For example, its 1941 report stated: 

“During the past year, the German 
Reichspost stood completely under the 
aegis of the war which has been forced 
upon the German people. . . . 

“The cut-and-dry figures of our 
yearly report are proof that the Ger- 
man Reichspost has succeeded in put- 
ting at the Fuehrer’s disposal a com- 
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munications service which has lived up 
to his highest expectations in times of 
severest stress. 

“In the serene knowledge that there 
is the opportunity to do their part in 
the victorious outcome of our decisive 
battle, the employees of the German 
Reichspost are ever strengthening the 
common bonds of comradeship, and 
they are doing their duty wherever the 
Fuehrer’s orders may call them.” 


Oz were issued by Military 
Government for a thorough and 
careful review of the Nazi and mili- 
taristic activities of all Reichspost per- 
sonnel. As a result practically all of its 
top supervisory personnel and nearly 
30 per cent of all of its personnel were 
removed from their positions. The 
German organization now operating 
the communications system has been 
materially strengthened by the replace- 
ment of Nazis with non-Nazis. The 
progress made since occupation of this 
democratized German organization in 
restoring communications services is a 


vindication of our government’s de- 
nazification policy. It is also an ex- 
ample to other segments of the Ger- 
man economy of the progress that can 
be made in restoring operations under 
a democratized system to the level con- 
templated by the Potsdam agreement. 

But much remains to be done. In 
order to fully implement the Potsdam 
agreement a central German admin- 
istrative department for communica- 
tions and posts must be established. 
Further progress must be made in 
eliminating zonal boundaries and re- 
éstablishing international communica- 
tion services. By the reéstablishment 
of all such permitted services, one com- 
ponent of treating Gerthany as an eco- 
nomic unit will have been achieved. 


HROUGH communications facili- 

ties means will have been provided 
for the further development of other 
permitted economic activities in -Ger- 
many that will contribute toward its 
rehabilitating itself on a democratized 
basis and becoming self-supporting. 





Making Reclamation Policy 


‘eh aue appropriations involves much more than the 
voting of funds. It means deciding upon policy also. 
During the discussions which take place before the House and 
Senate Appropriations subcommittees, and in the debate on 
the floors of both houses, policy is in the making—policy which 
will determine the shape of the whole reclamation program. 
This policy also determines to a considerable extent which 
people are to benefit most directly from the vast construction 
effort which is to follow; whether irrigation is to be expanded 
to provide settlement opportunities on reclamation farms for 
war veterans, and whether there will be a public power pro- 
gram, to assist in advancing irrigation, and how rapidly prog- 
ress on the program of developing the West is to be pushed.” 
—KENNETH MARKWELL, 
Assistant Commissioner of Reclamation. 
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Our Merchant Marine— 
‘Tomorrow 


American operators look toward the future with optimism ; they 

feel, says the author, that, barring fickle public and government 

whims, they can meet today’s changing prospects and tomor- 
row's uncertainties bow on and with an even keel. 


By ROBERT M. HYATT* 


' , J wat is the future outlook of 
our Merchant Marine? 

Our vast and vital shipping 
industry is docked at the threshold of 
its greatest opportunity, according to a 
line-by-line survey made by the Ship- 
builders Council of America. 

The first and only major transporta- 
tion system to be wholly mobilized for 
war, shipping will be the last to be 
honorably discharged. The survey re- 
veals not only the brightest prospects in 
decades, but it also brings to light many 
factors that are not optimistic. It is 
the purpose of this article to give both 
sides of the shipping question—the 
good and the bad—and what the mor- 
row holds. 

On the plus side: For the first time 
since Clipper days the U. S. will havea 
merchant fleet just as fast, modern, 


*Business writer, Santa Barbara, California. 
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and as efficient as our foreign-flag 
competitors. This is the result of our 
wartime ship-building activities, grow- 
ing from the roots of the vessel mod- 
ernization program mandated. by the 
Merchant Marine Act of 1936. 
We've ended the war with about 
60,000,000 dead-weight tons of ships, 
only a small part of which can be used 
by our merchant fleet. America’s post- 
war Merchant Marine may be far 
smaller than the optimistic predictions 
made by government officials during 
the war. Under present indications, 
there may be some 400 modern vessels 
in our international merchant fleet, but 
they will be the last word in ship design 
and equipped with war-proved elec- 
tronic aids to navigation and comfort. 


HE National Federation of Ameri- 
can Shipping, spokesman for 95 
per cent of all American steamship 
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OUR MERCHANT MARINE—TOMORROW 


owners, revealed in a survey it just 
made that only 35 per cent of our ship- 
owners have worked out their plans for 
postwar operations. Many steamship 
lines are still uncertain as to the number 
of ships they will be able to operate. 

The Federation lists the following as 
principal deterrents to shipowners’ 
plans : 


l It may take from three to five 
e years for the full volume of world 
trade to develop the 100 per cent in- 
crease SO optimistically forecast sev- 
eral years ago, or even to regain the 
normal trade of 1939. 


? THE government has so far de- 
e nied steamship owners the right 
to operate scheduled overseas airlines 
in conjunction with their steamship 
services, despite the fact that foreign 
transportation may offer combined sea- 
air journeys to travelers on one ticket, 
by one company. This obvious com- 
petitive disadvantage has caused a 
number of passenger lines to trend to- 
ward passenger-cargo combination 
ships rather than the de luxe passenger 
ship. 

Other passenger lines have been de- 
laying their plans, awaiting permission 
by Civil Aeronautics Board to operate 
a combined sea-air scheduled service 
for the benefit of American travelers. 
Some of these applications have been 
pending for more than three years. 


3 THE outlook for adequate coast- 
* wise shipping is not promising. 
Few vessels suitable for the coastwise 
trades were built during the war. The 
present rate structure, as well as the 
joint water-rail level, is entirely too 
low to attract large capital investments 
for new vessels for this trade, especially 
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in view of abnormal increases in operat- 
ing costs. Few coastwise steamship 
operators have formulated definite 
plans for acquisition of new, or re- 
placement of old, tonnage in view of 
these factors. 


4 THE outlook for profitable opera- 
e tions in the intercoastal trade is 
still uncertain. There is sufficient ton- 
nage available, but increased cost of 
operation (70-100 per cent), and a 
noncompensatory rate structure, makes 
planning uncertain. 


Lasor costs have risen all out of 
¢ proportion to labor efficiency and 
rate structures. Seamen’s wages, gen- 
erally, advanced 77 per cent during the 
war and maritime labor unions are de- 
manding at least an additional 30 per 
cent increase. So far, arbitrarily im- 
posed restrictions on labor productivity 
in handling cargo (about 50 per cent of 
the cost in moving cargoes from port to 
port) have more than neutralized 
technological advances. 

Despite these unfavorable factors, 
the Federation declared that many 
American steamship lines still plan to 
provide outstanding services to both 
traveler and shipper. 


games Pearl Harbor the U. S. oper- 
ated 92 passenger and passenger- 
cargo vessels in foreign trade with 22,- 
887-passenger accommodations; an- 
other 46 vessels with 15,399-passenger 
accommodations in the domestic and 
insular trades. During the war 52, or 
more than one-third of these vessels, 
with 10,377-passenger accommoda- 
tions, were lost by enemy action and 
other causes. 
The chances are that there will be 
only a slight gain in the amount of fa- 
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Better Ships for Traveling Public 


we | gene shipowners are planning to offer the traveling public 

increasingly better ships as technological developments make 

such vessels possible. If Americans support their merchant ships in peace 

as they so completely depended upon them during war, the future Ameri- 

can Merchant Marine will be the safest, most dependable, and finest on 
the high seas.” 





cilities available for passenger service 
within the next three years as compared 
to 1939, 

The tourist passenger travel poten- 
tial is staggering, and there were not 
sufficient ship accommodations this 
summer, or tourist facilities in Europe, 
Asia, and some other areas, to meet the 
demand. Limited passenger accommo- 
dations will be available to the West In- 
dies and Latin America, but it will be 
the summer of 1947 before passenger 
accommodations to all areas will return 
to near normalcy. 

All passenger and passenger-cargo 
combination ships, either new or to be 
extensively reconverted, will embody 
the latest and most improved advances. 


F eye aegis ens on ships plying 
the warmer trade routes will be 
air conditioned; intraship telephones 
will be a feature on most vessels ; more 
light and air space will be common due 
OCT. 24, 1946 


to the increased use of glass, plastics, 
and lightweight metal alloys; private 
showers or baths will be available in 
most cabins, and almost every state- 
room or cabin will face the sea. 

Prewar speeds of 12-22 knots will 
be upped to 16-30 knots. 

Although American merchant ships 
were considered the safest and most 
sanitary in the world prior to the war, 
there will be even greater accent on 
safety with wide use of radar, Loran, 
and other war-developed devices for 
safer navigation and seamanship. 

The trend is away from superliners 
such as the Queen Mary, and more at- 
tention is being given to the develop- 
ment of medium-sized, fast, and com- 
fortable passenger-cargo combination 
ships. Successful experimentation with 
gas turbines indicates possibilities for 
future merchant ships. Some scientists 
have claimed that the first commercial 
use of atomic power will be in ships. 
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OUR MERCHANT MARINE—TOMORROW 


— RF" speedier vessels with improved 


cargo-handling methods and heavi- 
ef cargo-carrying capacities, combined 
with refrigeration, air conditioning, 
and other improvements, will offer 
shippers timetable schedules, and wide 
flexibility of cargoes, to every port in 
the world. Their speeds will be nearly 
doubled. 

One American-flag line plans to pub- 
lish its schedules to 120 world ports 
an entire year in advance. 

Many former steamship lines carry- 
ing only cargo will provide limited 
passenger accommodations on scores of 
their new and speedy cargo vessels. 
These facilities will range from one 
stateroom for two or three passengers, 
to vessels with six staterooms, dining 
room, lounge and promenade deck for 
twelve passengers. 

Fifty or more prewar operated pas- 
senger and passenger-cargo ships with 
accommodations for 13,000 persons 
are still being utilized in troop and war 
bride movements. Upon their return to 
former owners and operators some 
may be reconverted, others may be 
traded in on new and finer boats. 


V JorK is proceeding slowly on 
American ships now undergoing 


reconversions. Strikes and shortages 
of materials vital to ships’ safety, sani- 
tation, comfort, and convenience are 
the chief deterrents. But the outlook is 
brightening daily. 

Travel fares, generally, will be high- 
er than before the war. So will cargo 
rates. But there will be a boom in both. 
The world wants the goods we can pro- 
duce. But the countries wanting to buy 
them will want to sell something to us 
in order to get the dollars with which to 
pay their bills. This should mean an in- 
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crease of imports carried in our ships. 

We face these travel and cargo pros- 
pects better than most of our foreign- 
flag competitors. Norway lost 50 per 
cent of its fleet during the war. Greece 
lost 75 per cent. France lost two tons 
out of every three while Denmark and 
Holland lost one out of every two. Sev- 
eral years will be required for these na- 
tions to rebuild their fleets. Thus 
American shipping men are confident 
they can capture their share of the 
potential business and build to the point 
where our merchant fleet is carrying 50 
per cent of our foreign trade. Before 
the war U. S. bottoms were carrying 22 
per cent; once in our maritime history 
our ships carried 90 per cent. 


N the other side, our operating 
costs are the highest in the world. 
U. S. seamen receive nearly three times 
the pay of the average of fifteen other 
leading maritime nations. Yet our 
superior standard of living widens even 
this difference in costs. Union rules 
provide that the American merchant 
sailor must be offered his choice of 
three cereals for breakfast ; his food for 
other meals is equally as good—and as 
costly. To level out these differences, 
the Merchant Marine Act of 1936 pro- 
vides an operating differential payment 
to some American operators. This dif- 
ferential does not give the American 
line an advantage over the foreign 
competitor; it merely enables it to 
pay higher wages and yet meet the low 
labor charges paid by foreign lines. 

U. S. steamship lines must turn to 
better and more efficient service to en- 
courage business. But here they are 
frequently stymied by the reluctance on 
the part of organized groups to permit 
the use of labor and time-saving de- 
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vices in cargo handling. There is need 
for a better esprit de corps among ship 
line personnel, a desire to do a superior 
job. When trade returns to normal and 
foreign countries get back on their feet 
and into competition, these things 
might spell the difference between suc- 
cess and failure. 


N two wars we have learned we must 
have our own international de- 
livery system. We must never again 
let public opinion lapse into indiffer- 
ence toward keeping our Merchant 
Marine vigorously healthy. “Our 
foreign trade is not just another indus- 
try, but a service to all our industries 
and a vital adjunct to our national 
security,” a line official has said. 

This, then, is the good and the bad 
of the U. S. Merchant Marine’s future 
as indicated by both the National Fed- 
eration of American Shipping and the 
Shipbuilders Council of America, the 
two top-ranking authorities. 

A good business outlook and a mod- 
ern fleet are balanced by the triple prob- 
lems of labor, competition, and the pub- 
lic’s attitude. American shipping op- 
erators feel they can tackle this future 
with an even chance of success. They 
point to past accomplishments and to 
American enterprise — the kind that 
revolutionized many international trad- 
ing habits; the kind that developed 
Puna as an Ecuadorean port because 
shifting river sand bars and incon- 


siderate tides hindered deep-draft ships 
from adequately serving Guayaquil; 
the kind that risked the building of re. 
frigerated ships to bring fresh grapes 
7,000 miles across two oceans for sale 
in our off-season. 


A” ERICAN operators feel that, under 

the strengthening influence of 
the 1936 Merchant Marine Act, they 
were beginning to boast of good, sound 
lines when the war broke out. They 
feel that, barring fickle public and gov- 
ernmental whims, they can meet today’s 
changing prospects and tomorrow’s 
uncertainties bow on and with an even 
keel. 

The outlook for the future is good. 
The American Merchant Marine was 
indispensable during the war. Without 
it the United States could not have pro- 
vided Russia, England, China, and 
other Allies with the food and materials 
so necessary to victory; neither could 
our millions of troops and their sup- 
plies have been delivered where and 
when they were needed. 

American shipowners areplanningto 
offer the traveling public increasingly 
better ships as technological develop- 
ments make such vessels possible. If 
Americans support their merchant 
ships in peace as they so completely de- 
pended upon them during war, the 
future American Merchant Marine will 
be the safest, most dependable, and 
finest on the high seas. 





ce O%, 
in succession our supplies of gasoline, telegraph service, telephone service, 
transportation, and coal, and thus jeopardizing the ability of all of us 
to earn a living or enjoy the fruits of what our nation could produce.” 
—Rosert E, Witson, 

Chairman of the board, Standard Oil 
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civilization has become far too complex to permit a few 
ndividuals to endanger its entire functioning by cutting off 


Company of Indiana. 
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Government Utility 
Happenings 


City’s Intervention Balked 
In Pittsburgh Strike 


NOTHER test of intervention by local 
governmental units in utility labor 
disputes was provided by efforts of Pitts- 
burgh’s city administration to avert the 
costly strike of Duquesne Light Com- 
pany employees. 

The Pittsburgh method of interven- 
tion — by a spectacular revival of the 
long-discarded injunctive process—failed 
to achieve its objective of preventing a 
cessation of electric power service. How- 
ever, the case failed to produce any con- 
clusive evidence that the application of 
injunctive proceedings in such a dispute, 
even in Pittsburgh, might not be success- 
ful under more favorable circumstances. 

This viewpoint is supported by the 
fact that the city’s move actually delayed 
the strike for about two weeks. Further, 
city authorities, though acting under 
pressure from strong labor interests in 
the area, abandoned their efforts only 
when they became convinced that the in- 
junction proceedings constituted the last 
barrier to settlement of the strike. 

The Duquesne strike developed from a 
protracted contract dispute between the 
company and the independent union, 
which has claimed that it represented 3,- 
200 of the 3,500 employees of the utility 
and its affiliates in the Pittsburgh area. 
The union has been demanding 32 sep- 
arate concessions, including a 20 per 
cent pay increase, greater retirement 
benefits, and vacation and holiday adjust- 
ments. Last February the Duquesne em- 
ployees staged a 19-hour walkout. 


A the threat of another strike loomed 
early last month, Mayor David L. 
Lawrence urged company and union offi- 
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cials to continue arbitration. The utility 
employees called another strike on 
September 9th. Just after the strike dead- 
line, City Solicitor Anne X. Alpern ob- 
tained from an Allegheny county court 
judge a temporary restraining order, en- 
joining both the company and union from 
any activity that would promote a work 
stoppage. 

The city’s appeal for this order con- 
tended that, because the power company 
was engaged in rendering a vital public 
service, its employees occupied the status 
of “quasi public servants.” It further 
held that “the acceptance of public utility 
employment carried with it an obligation 
to maintain the functions of the utility in 
continuous, peaceful operation, and to re- 
sort to orderly processes for adjusting 
labor disputes.” 

Though the court order directed the 
union leadership to call off the strike, it 
also ordered officials of Standard Gas & 
Electric Company, of which Duquesne 
Light is a subsidiary, to come to Pitts- 
burgh for negotiations. This provision 
was complied with when the president of 
the holding company arrived and entered 
negotiations with the union leaders. The 
company also was ordered to make every 
effort to work out a “sound and perma- 
nent labor policy.” 

George L. Mueller, president of the 
power workers’ union, exhibited con- 
siderable reluctance in accepting the 
court order, commenting to the effect that 
it was “just a scrap of paper.” However, 
the Duquesne employees returned to 
work an hour after the strike started. 

Up to this point none of the other la- 
bor organizations of Pittsburgh appeared 
in sympathy with the strike plans of the 
Duquesne union. In fact, CIO and AFL 
leaders indicated their approval of Mayor 
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Lawrence's stand that a power shutdown 
would endanger the health and safety of 
the city’s population. It was not charged 
then, or later, that the mayor, who re- 
ceived labor support in the elections, was 
planning the use of the no-strike injunc- 
tion process to settle all types of labor 
disputes. 


tos Duquesne union petitioned the 
court to dismiss the restraining 
order on the grounds that it violated 
Pennsylvania’s anti-injunction law, as 
well as the state and Federal constitu- 
tions. The petition was dismissed and 
the order continued. The dispute seemed 
destined for an early end when Mueller 
told the court that he would urge the 
union membership to accept arbitration. 

This hope was soon shattered when the 
union took a strike vote and walked out 
for the third time this year. 

The 3-judge county court thereupon 
replaced the restraining order with a pre- 
liminary injunction—a step which, sub- 
ject to appeal, might have led to a 
permanent injunction. Mueller, who ad- 
mitted that he had not directed the union 
membership to continue arbitration and 
refused to retract his “scrap of paper” 
remarks, was held in contempt of court 
and sentenced to a year in jail. Other 
union leaders also were cited for con- 
tempt. 

The effect of the court’s drastic action 
upon organized labor throughout the city 
was immediate. Apparently the contempt 
sentence dealt Mueller had become con- 
fused with the injunction proceedings 
and was regarded in labor circles as an 
attempt to break the power strike. Labor 
leaders tumbled over one another getting 
on record with statements condemning 
both the temporary injunction and the 
jailing of the union president. Sympathy 
strikes were scheduled, threatening com- 
plete paralysis of city activities already 
crippled by the power union walkout. 

eanwhile, the company submitted a 
new settlement proposal, which provided, 
among other points, a 5 per cent wage 
boost. Mueller and other union leaders 
advised the court that this proposal was 
acceptable to-them, but the union mem- 
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bership voted to refuse any further offers 
until the injunction proceedings were 
dropped. At the request of the city solici- 
tor, the court dissolved the injunction. It 
also released Mueller, after extracting an 
apology from him, and dropped the con- 
tempt action against other union officials, 


F Agron in the dissolution of the in- 
junction was thecompany’s mainte- 
nance of operations on a curtailed basis, 
By manning its facilities with super- 
visory and other nonstriking personnel, 
and by obtaining energy from other util- 
ity systems, the company managed to con- 
tinue operations on a scale sufficient to 
meet the requirements of public health 
and safety. 

Two days after the city dropped its 
litigation the union refused to accept the 
company proposal which its leaders had 
approved during the court proceedings, 
Mayor Lawrence then withdrew from 
the dispute, turning it over to Federal 
mediators. 

This action produced a comparison by 
some observers of the somewhat similar 
results of New York city’s attempt to 
settle the recent strike of tugboat opera- 
tors. Mayor O’Dwyer, who also had a 
prolabor political record, acted in that 
crisis because the tie-up of water traffic 
threatened the city’s food supply. His 
efforts at mediation proved fruitless, 
however, and the strike ended only after 
the Federal government had intervened. 

Two other outstanding examples of 
local handling of utility strike situations 
were successful in halting disputes in 
Virginia and New Jersey. The latter in- 
cident occurred last spring shortly after 
the New Jersey legislature enacted special 
legislation for the arbitration of utility la- 
bor disputes, calling for “cooling-off” 
periods and, as a last resort, state seizure 
of plants. The state exercised its seizure 
powers under this law to prevent a strike 
of gas plant employees. 

The Virginia approach to a settlement 
of a threatened walkout by employees <f 
the Virginia Electric & Power Company 
was similar to the Pittsburgh method ta 
that it was based upon a denial of the 
right of labor to disrupt a vital public 
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service. Governor William Tuck, acting 
under an old state law, drafted into the 
militia the employees of the electric util- 
ity, then ordered them to remain on the 
job while arbitrating their dispute with 
the company. 

Incidentally, the same union recently 
gave notice that certain foremen_of the 
Virginia Company will strike on October 
31st. 

Governor Tuck has announced that 
he will use “all the powers” of his office 
to avert this walkout, and another test of 
the “Virginia method” seemed imminent. 


¥ 


FPC Hearing on Company Bid 
For Clark Hill Set 


aging utility observers are evincing 
great interest in the Federal Power 
Commission’s hearing on the application 
of the Savannah River Electric Company 
for a license to build the Clark Hill dam, 
near Augusta, Georgia. The hearing will 


be held on October 28th in Atlanta. 

The commission’s final decision in this 
case will hinge upon its determination of 
whether a private company—and, per- 
haps, any other agency as well—can be 
licensed to complete a project which the 
Congress has authorized for construc- 
tion by the Federal government. 

Preliminary work on the Clark Hill 
project already has been started by the 
War Department’s Corps of Engineers. 
Congress initiated this activity by 
authorizing a $42,000,000 multiple-pur- 
pose project at the site, with an initial 
appropriation granted with other flood- 
control funds last summer. 

Savannah River Electric, a wholly 
owned subsidiary of the Georgia Power 
Company, also has engaged in surveys 
and other activities preliminary to build- 
ing the dam. These operations date back 
to 1928, when the company was given a 
license for the project by FPC. During 

subsequent economic depression, 
however, the company gave up its plans 
and surrendered the license because of 
the loss of power load in the area. It has 
retained ownership of approximately 42,- 
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000 of the 78,000 acres of land which 
would be flooded behind the dam. 


| dy last August when the Georgia 
utility submitted its application 
there was some confusion as to the status 
of the government’s future operations at 
Clark Hill. At the direction of President 
Truman, the entire flood-control pro- 
gram, together with all other Federal 
public works construction, was tem- 
porarily suspended for the purpose of a 
project-by-project review to eliminate 
deferrable programs. However, War De- 
partment spokesmen announced that 
work would continue at Clark Hill and 
that construction contracts probably 
would be let early next year. 

Savannah River Electric’s application 
to FPC asserted that Georgia Power and 
neighboring utility systems were experi- 
encing a rapidly growing demand for en- 
ergy. The Clark Hill dam, with its pro- 
jected hydroelectric facilities, would be 
of great value in meeting this demand in 
the near future, it was pointed out. The 
company proposed to start construction 
as soon as it obtained a license and esti- 
mated that the project could be completed 
within thirty-six to forty-two months. 

Semiofficial sources in Washington 
have expressed the opinion that FPC 
lacks the statutory authority to grant any 
license for a project which the Congress 
has authorized for government develop- 
ment. They pointed to provisions of the 
Federal Power Act (§§ 4(e) and 7(b), 
in particular) which, in their view, 
seemed to limit the commission’s licens- 
ing powers in this respect. 

The application of Savannah River 
Electric approached the issue of commis- 
sion jurisdiction from the viewpoint that 
company, rather than Federal, construc- 
tion of the project would better serve the 
public interest. The principal benefits to 
the public to be derived by private con- 
struction were listed as: (1) speedy com- 
pletion of the project to meet the needs 
for power and other advantages, as 
against probable delays involved in Fed- 
eral development ; (2) the saving of pub- 
lic funds totaling at least $42, 000 
Army’s estimate of construction costs. 
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and Wireless 


Communication 


f Be w is speculation in regulatory 
circles that the long plateau in the 


general level of telephone rates may pos- 
sibly be at an end. For months observers 
have been speculating as to just how 
much longer telephone exchange rates 
could be kept down while wages and 
other operating costs have been mount- 
ing steadily. As in the case of gas and 
electric utility rates, telephone rates have 
not increased but have, on the whole, de- 
creased over a period when the price of 
almost everything else the consumer buys 
or uses has gone up. 

A significant indication that telephone 
rates might finally have reached a turning 
point was seen in the petition of the 
Southern Bell Telephone & Telegraph 
Company, filed with the North Carolina 
commission, seeking higher business rates 
calculated to increase the company’s 
revenues approximately 7 per cent in 
North Carolina. No increase was asked 
for residential service, but a general in- 
crease of 5 cents on intrastate long-dis- 
tance calls also was urged in the petition. 
It is understood that similar increases are 
being asked in other states in which 
Southern Bell Telephone & Telegraph 
Company operates. 

This is the first statewide rate increase 
petition filed by any Bell system company 
since the beginning of World War II. 
Early in 1941 Northwestern Bell Tele- 
phone Company filed a petition for slight 
increases in its service areas, but these 
were withdrawn at the suggestion of Fed- 
eral price-fixing authorities. Since that 
time, and during the war, the Bell system 
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has generally followed a voluntary policy 
of abstaining from asking for exchange 
rate increases. During the same period, 
of course, reductions were actually made 
in the interstate long-distance telephone 
rates in negotiations with the Federal 
Communications Commission. 


HE Southern Bell petition in the 
North Carolina case points to wage 
increases and greater building and ma- 
terial costs as reasons for the requested 
rate additions. The company’s expense 
has increased 102 per cent in North 
Carolina during the last five years, while 
its corresponding revenues have in- 
creased only 76 per cent. The petition 
said that the company’s earnings have 
dropped to a “dangerously low level.” 
Thus, for 1941 the company’s retum 
was estimated at 5.56 per cent of average 
investment. This percentage dropped 
point by point until in 1945 it was only 
3.94 per cent. For the three months of 
April to July of 1946, the return was only 
2.71 per cent. Southern Bell’s investment 
in North Carolina is $36,500,000 (an in- 
crease of $9,000,000 in the last five 
years). The company plans to spend 
$40,000,000 for construction in the Tar- 
heel state during the coming five years. 
Southern Bell Telephone & Telegraph 
has filed a more recerit petition for an 11 
per cent increase in Kentucky. Southem 
Bell’s petition to the Kentucky commis- 
sion discloses that its operating expenses 
had increased 118 per cent (including 202 
per cent in wages) since 1939, while 
revenues increased only 88 per cent, and 
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return dropped from 4.40 per cent to 2.99 
ger cent in 1945 

Coincidentally, the Kentucky commis- 
sion recently has ordered an independent 
tlephone company — Ashland Home 
Telephone Company—to show cause 
why its rates in 17 small communities 
should not be reduced and more adequate 
grvice rendered. 


LSEWHERE independent companies 
have indicated that they also would 
like to have rate relief from the current 
inflationary trend in operating costs. 
Fifty independent telephone companies 
in the state of Washington, all members 
of the Washington Independent Tele- 
phone Association, filed a joint applica- 
tion with the Washington Department of 
Public Utilities seeking rate increases. 
Hearings began on the application in late 
September, with the Office of Price Ad- 
ministration seeking permission to inter- 
vene. 

The Washington independent utilities 
did not specify just how much of a rate 
increase each company desired. Follow- 
ing Washington state procedure, they 
simply asked for permission to file tariffs 
on less than statutory notice, “which shall 
have the effect of producing such in- 
creases in their exchange revenues as the 
department shall find necessary to enable 
the members to operate and rehabilitate 
their plants, install new equipment, in- 
sure financial stability, all to the end that 
they may render adequate telephone serv- 
ice in the communities which they serve.” 

The joint application points out that 
there have been no “general increases” in 
telephone exchange rates in Washington 
state, and that the level of such rates is 
substantially the same as it was in 1919. 


* * . * 


HE recent action of the Federal 

Communications Commission in 
authorizing a 10 per cent increase in in- 
terstate telegraph rates for the Western 
Union Company continues to have reper- 
cussions among the state regulatory com- 
missions. The Tennessee Railroad and 
Utilities Commission denied Western 
Union’s petition for a corresponding 10 
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per cent increase in intrastate telegraph 
rates and even went further, a 
sweeping reductions in telegraph rates 
and abolition of press tolls within that 
state. 

The order set aside all graduated scale 
rates for intrastate business and substi- 
tuted lower flat rates which the commis- 
sion said would permit increased business 
and additional revenue. The company 
had sought rate increases which it esti- 
mated would raise its annual gross rev- 
enue in Tennessee from $262,000 to 
$284,000. 

All press rates for telegrams were 
ordered abandoned. 

A flat rate of 25 cents for full rate tele- 
grams of 10 words or less was ordered to 
become effective at midnight September 
30th, as well as proportionately lower 
rates on night letters, day letters, and 
serials. The minimum rate for full tele- 
grams was 30.cents, but the commission 
pointed out that full rates were graduated 
on the basis of a “table of squares” by 
which the state is divided into squares for’ 
the purpose of measuring rates. 

Under the order, the “table of squares” 
is abolished and flat rates substituted. 

“The commission is also not satisfied 
that the company has fully explored the 
possibility of raising even more revenues 
from its big leased wire subscribers, the 
railroads, stockbrokers, newspapers, and 
racing services heretofore mentioned. 
Further study of this is suggested, and 
may lower rates still further.” 

The order was signed by all three mem- 
bers of the commission: Chairman Sam 
S. Pharr of Memphis, Leon Jourolmon 
of Knoxville, and John C. Hammer of 
McMinnville. 


Tr Washington Department of 
Public Utilities, in an order dated 
August 30, 1946, authorized Western 
Union to make increases and adjust- 
ments in intrastate rates paralleling those 
authorized by the Federal Communica- 
tions Commission on June 4th. The in- 
trastate increases were expressly limited 
to an effective period of one year from 
the date of the order. The company was 
directed to keep and maintain detailed 
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records of the effect of the rate increases 
and revisions and to report thereon at the 
expiration of six months. 

The Washington department order 
states that the “proposed rate increase 
does not offer a definite or final solution 
to the financial dilemma in which the com- 
pany now finds itself,” and that the com- 
pany’s present rate structure “is not 
satisfactory, and a drastic revision 
thereof is required.” 

It is understood that 44 state commis- 
sions now have authorized intrastate in- 
creases and revisions paralleling those 
granted by the FCC. 

Meanwhile, another threat of a nation- 
wide telegraph strike was averted when 
Western Union Telegraph Company and 
its American Federation of Labor em- 
ployees, numbering 50,000, agreed to 
adopt a Federal fact-finding board recom- 
mendation for a 16}-cent hourly wage in- 
crease if it is approved by the National 
Wage Stabilization Board. 

In announcing the agreement, Joseph 
L. Egan, president of Western Union, 
said the company would have to seek 
“reasonable” rate increases to meet the 
pay increase, which union officials esti- 
mated at $16,500,000 yearly. 

The agreement, which affects seven- 
eighths of the company’s employees 
throughout the country except in the 
New York metropolitan area, averted a 
strike of AFL employees which had been 
tentatively set for October 15th. 

Terms of the increase agreed upon by 
the company and employees provide for a 
124-cent hourly increase for all em- 
ployees except 12,000 messengers, who 
would receive a 10-cent hourly increase. 
The remaining 4 cents will be used for 
an “equitable and balanced wage-rate 
structure” or job classification. 

However, the company agreed, at the 
option of the union, to make the flat in- 
crease 13 cents, with 34 cents for classi- 
fication. The increases would be retroac- 
tive to June 2nd. 


* *” * * 


ry are being perfected to scrap the 
National Federation of Telephone 
Workers and replace it with a tight na- 
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tional union of unprecedented scope 
within the nation’s communications in- 
dustry. Final action on the proposal will 
be taken at a special NF TW convention 
in Denver November 4th to 16th. The 
new organization probably will be known 
as the Communications Workers of 
America. 

The strike weapon would be wielded 
only by the national officers. Now one 
affiliate may call a strike, throw up picket 
lines, and shut off telephone service for a 
whole city or area. 


HE executive board of the NFTW 

announced from headquarters in 
Washington, D. C., on October 8th that 
it would take a hands-off position re- 
garding the new stock issue to be con- 
sidered by AT&T stockholders at a meet- 
ing October 16th. The NFTW claims to 
represent 300,000 telephone workers, 
mostly employed in the Bell system. 

NFTW President Beirne said “we 
recognize the responsibility of the board 
of directors and stockholders of the 
AT&T Company to provide ways and 
means of raising capital to finance the 
company’s operations.” 

It has been usual in the past for or- 
ganized labor groups to look askance at 
all employee stock purchase plans. How- 
ever, in view of the likelihood that the 
Bell offering to employees would become 
desirable market securities, observers 
saw in the neutral position taken by 
NFTW a decision not te stand in the 
way of investment opportunities for their 
members. 

AT&T plans call for the issuance of 
convertible debentures in an amount in- 
creasing authorized stock of the com- 
pany from 25,000,000 to 35,000,000 
shares, of which employees may purchase 
up to 2,800,000 shares. This is the first 
issue of AT&T stock for employee pur- 
chase since the early 1930's. 

President Beirne pointed out that the 
plan had not yet been approved by stock- 
holders and that if it is approved the 
NFTW would watch its administration 
to be sure that it does not involve viola- 
tions of the Wagner Act, and would not 
be “used as an antiunion weapon.” 
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Financial News 


and 
Comment 


By OWEN ELY 


Residential Electric and Gas 
Rates Decline Sharply 


Bema higher costs both electric and 
gas rates continue on the down 
grade, the benefits of tax reductions and 
refunding savings being passed along to 
customers in many cases, The average 
residential revenue per kilowatt hour for 
the twelve months ended July 31st was 
only 3.29 cents compared with 3.47 cents 
in the previous year, a decline of 5.2 per 
cent. During the first half of 1946 resi- 
dential electric rates were reduced in 13 
out of 51 cities (Boston, Chicago, De- 
troit, Fall River, Indianapolis, Louisville, 
Manchester, Milwaukee, Minneapolis, 
St. Louis, St. Paul, San Francisco, and 
Savannah). Higher fuel costs caused 
small increases in net monthly bills in 
two cities (presumably due to fuel 
clauses in rate agreements) and this was 
before the substantial rise in coal costs 
in June. 

On June 15th the Bureau of Labor 
Statistics’ composite price index for do- 
mestic consumption of 25 kilowatt hours 
in 51 cities was 67.6, down almost 3 per 
cent from December. The decline for 
100 kilowatt hours was nearly 2} per 
cent. These declines are larger than an 
which have occurred in similar periods 
of the past five years. 


N the gas industry, trends were mixed, 

but there was an over-all decline. 
Providence rates jumped 7 per cent to 
cover higher fuel costs but in Fall River 
the 2 per cent decline is attributed to 
lower fuel costs. The decline in the index 
for domestic gas bills from 95.6 in De- 
cember to 94.4 in June was due in part 
to the New York city seasonal reduction. 





Special rate decreases in gas became ef- 
fective in the first half of the year in 
Chicago, Minneapolis, Peoria, San Fran- 
cisco, and Springfield. 

® 


Wall Street Analyses of 
Utility Securities 


eee W. Farrman & Company of 
Chicago recently issued an 8-page 
analysis on Central Public Utility 54s of 
1952 and Consolidated Electric & Gas 
preferred. The study was evidently pre- 
pared before the worst of the recent mar- 
ket decline. Using three appraisal meth- 
ods for the two securities, it arrived at 
estimated break-up values of 37-52 for 
Central Public Utility 54s and 155-216 
for Consolidated Electric & Gas pre- 
ferred (now around 75). 

A second plan for Consolidated Elec- 
tric & Gas was filed April 10th this year 
and hearings were held in July and Sep- 
tember. Capitalization consists of a $12,- 
135,000 2} per cent bank loan, $18,359,- 
000 6 per cent preferred (with arrears 
of about $15,190,000 as of April), $1,- 
480,000 class “A” stock, and $1,000,000 
common, Central owns 37.5 per cent of 
the preferred and all the junior stocks. 
The plan provides that all present stocks 
be reclassified into 2,158,775 shares of 
new common of which 85 per cent would 
be issued to the $6 preferred at the rate 
of 10 for 1, with the remaining 15 per 
cent issued to the “A” and common 
stocks. Thus the publicly held preferred 
(as a group) would receive 1,146,398 
shares and the parent company would re- 
ceive 1,012,377 shares for its 68,856 
shares of the preferred and all of the 
“A” and common. As the principal asset 
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behind $42,101,202 face amount of Cen- 
tral’s 54 per cent income bonds due in 
1952, the amount of new shares of Con- 
solidated which Central would receive is 
the equivalent of 24 shares for each $1,- 
000 bond. 


) Seng nee & ComPany’s appraisal “A” 
is based on the use of times earnings 
ratios averaging 11 as applied to 1945 
adjusted net income, resulting in valua- 
tions of about $16,000,000 for Atlantic 
Gas Light, $9,800,000 for Carolina 
Coach, $8,200,000 for the Santo Do- 
mingo, Haiti, and Puerto Rico proper- 
ties, $4,680,000 for Central Indiana Gas, 
$3,900,000 for Maine Public Service, 
$2,112,000 for Houghton County Elec- 
tric, and $1,000,000 for three smaller 
properties (Chambersburg Gas, Iron 
Range, and Southern Cities Ice). This 
makes a total valuation of $45,674,000 
and after deducting the bank loan leaves 
an equity for the new common stock of 
$15.50 a share, resulting in a value for 
the old preferred of 155. Appraisal “B” 
uses price earnings ratios of 10-16 (aver- 
age 13.8) resulting in a value of $18.70. 
Appraisal “C” would add to “B” poten- 
tial tax recoveries ranging from $2,500,- 
000 to $6,465,000 (which includes an es- 
timate of about $500,000 for damages to 
the Philippine property). 

Merrill Lynch has issued a study of 
American Power & Light in which it es- 
timated the break-up value (at a time 
when the stock was selling around 19) 
at about 35-42. The detailed basis of the 
estimate was not described. A similar 
study on American Water Works listed 
favorable and unfavorable factors, but 
did not undertake to appraise the break- 
up value. \ 


HITE, WELD & Co. (H. T. White, 
Jr.) has prepared a 16-page analy- 
sis of natural gas transmission compa- 
nies, including El Paso Natural Gas 
Company, Northern Natural Gas Com- 
pany, Panhandle Eastern Pipe Line 
Company, Southern Natural Gas Com- 
pany, and Tennessee Gas & Transmis- 
sion. This study includes a prelimina: 
discussion of the history, lackerened 
5 
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and investment characteristics of the 
natural gas companies. 

According to this study crude reserves 
are estimated at 144 trillion cubic feet, 
sufficient to last about twenty-seven 
years (President McGowen of United 
Gas estimates thirty years), while new 
discoveries continue to exceed the rate of 
consumption. Natural gas prices are said 
to approximate 2-8 cents per MCF 
in the field and to wholesale at 12- 
30 cents after transportation by pipe 
line. One McF provides about 1,000 stu 
(nearly twice as much as manufactured 
gas) and is equivalent to soft coal at $6 
per ton and electricity at 7 mills. Pipe 
lines, regulated by the Federal Power 
Commission, are allowed a fair rate of 
return of 6-64 per cent on original cost 
after depreciation (with some allowance 
for working capital ). 


aa 


The New American & Foreign 
Power Plan 


G Bow Norman Johnson group of sec- 
ond preferred stockholders of 
American & Foreign Power on October 
3rd filed a proposed new plan of recapi- 
talization. For nearly two-years the Se- 
curities and Exchange Commission has 
been mulling over the “official” plan sub- 
mitted by the company and its parent, 
Electric Bond and Share. While EB&S 
accepted a certain amount of subordina- 
tion of its interests in the earlier plan, it 
has been surmised in the Street that the 
commission might require a somewhat 
greater sacrifice on the company’s part. 
But the new plan would seem to go 
rather far in this direction. Thus far the 
SEC has not given its views in clear-cut 
fashion, and the company’s complicated 
setup and history doubtless make the job 
a tough nut for the staff to handle. How- 
ever, while the new plan may involve ad- 
ditional hearings, it appears likely that 
some tangible conclusions may be forth- 
coming from the staff within a few 
weeks or months, 

In its main outlines the new plan does 
not differ a great deal from the old one 
except as to the treatment of Bond and 


56 





, oe &£@t wo fF ee Ow SM OD 4HAARI SS OS OU Uw LTA 


(i eer OP Ys ee OD 


= ' ew if 


er YS 


FINANCIAL NEWS AND COMMENT 


Share. Capitalization would consist of 
$115,000, debentures and 2,500,000 
shares of common stock. The bonds 
would be sold at competitive bidding, 
about half of the cash being required to 
redeem the present $50,000,000 5s of 
2030 at 1074 and the balance to provide 
$100 a share cash for the first preferred 
stock. Each share of the $7 preferred 
would receive in addition to the cash one 
share of new common, and the $6 pre- 
ferred would receive four-fifths of a 
share. The second preferred would not 
receive any cash but would obtain 1} 
shares of common. This settlement 
would satisfy the large dividend arrears 
on all issues. 


|B gover; the SEC findings, when 
released, will afford a definite basis 
for gauging the degree of subordination 
warranted by the financial history of the 
enterprise. Electric Bond and Share’s 
cash investment is said to approximate 
$277 ,000,000. System net assets are car- 
ried in the consolidated balance sheet at 
something over $600,000,000, but sub- 
sidiaries’ bonds and stocks aggregate 
about $113,000,000. In presenting its plan 
two years ago, EB&S indicated about 
80 per cent of the equity back of the new 
common stock represented its contribu- 
tion. This ratio is of course explained in 
part by the fact that the debt of Foreign 
Power to EB&S is being converted into 
stock while the publicly held bonds would 
remain outstanding or be refunded. The 
new plan proposed by the Johnson com- 
mittee would reduce EB&S’ share in the 
new common to 42 per cent and raise the 
public share to 58 per cent (compared 
with 76 per cent and 24 per cent under 
the first plan). 

Present market prices for the old se- 
curities do not conform to either plan. 
The first preferred stocks (the $7 pre- 
ferred is currently around 106 and the 
$6 preferred around 93) appear to be too 
low and too far apart to conform with 
either plan despite the fact that they are 
now paying the regular dividend rates. 
The second preferred stock looks rather 
high under the first plan (assuming that 
the new common might sell at around 


7-10 times earnings) and too low under 
the second. The common stock currently 
around 6 should be worth less than a 
dollar under the first plan, nothing under 
the second. The warrants which sold as 
high as 5$ and are now around 1§ would 
be wiped out under both plans. 

There has been some conjecture re- 
garding the effects of President Peron’s 
nationalization policy in the Argentine 
on Foreign Power. But in 1945 only 
about one-seventh of the system reve- 
nues were obtained in that country. 
American & Foreign has invested some 
$100,000,000 in the Argentine, but in the 
interim peso has depreciated sharply, and 
earning power is currently low because 
of failure to obtain rate advances, despite 
wage increases and bonuses ordered by 
the government. 


e 
Reply Brief Filed 


ORTH AMERICAN CoMPANY on Oc- 
tober 7th filed with the Securities 
and Exchange Commission a reply brief 
in which it took issue with the position of 
the public utilities division which recent- 
ly asked the agency to disapprove Plans 
A and B filed by the top holding company 
and submitted a program of its own to 
effect compliance by North American 
with provisions of the Holding Company 
Act. 

The North American brief pointed out 
that the staff of the commission filed no 
plan either before or during the hear- 
ings on its Plans A and B, although the 
order for hearing “specifically provided 
for consideration at the hearings of any 
plan the staff might propose.” 

“Instead, the staff adopted the unusual 
procedure of first proposing its com- 
pulsory program for North American in 
its brief, filed on September 24, 1946, 
after the hearings had been completed and 
the record had been closed,” the North 
American brief charged. 

The program proposed by the staff 
“involved a precipitate divestment of as- 
sets and differs radically from North 
American’s plans covering the same as- 
sets,” the brief argued. 
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ELECTRIC-GAS OPERATING COMPANY STOCKS 


Price Est. , Share Price- 
Where About  Diw. Yield Earnings Earn. 
Traded 10/5/46 Rate About 12Mos. Amount Ratio 


Arizona Edison $1.00 6.3% June : 9.6 
Arkansas-Missouri Power 1.00 7.2 June : 6.5 
OD eS rer O 1.20 July : 10.0 
Boston Edison 2.40 June 
Calif. Electric Power July 
Central Ariz. L. & P. O 63 Aug. 
Central Hudson G. & E, .......- S June 
Central Ill, E. & G. O June 
Central Vermont P. S. Aug. 
Cleveland Elec, Illum. June 
Commonwealth Edison June 
Community Public Service June 
Connecticut L. & P. Aug. 
Connecticut Power O Dec. 
Consolidated Edison N. Y. ..... S June 
Consolidated Gas (Balt.) June 
Derby Gas & Electric Dec. 
Detroit Edison Aug. 
Duke Power Dec, 
Bampire Dist, Elec. ....:..000 O June 
PE SNE, <o.eekeeksoneres O June 
Florida Power July 
Hartford Electric Light Dec. 
Holyoke Water Power Sept. 
Houston Lighting Aug. 
Idaho Power July 
Illinois Power Mar. 
SS 8 ree S June 
Iowa Public Service 

Lake Superior Dist. Pr. ........ O 
Lowell Elec, Lt. Co. ........... O 
oo * 4 3 eee O 
Michigan Public Service 

Missouri Public Service 
Montana-Dakota Utilities 
Mountain States Power 

New Bedford G. & E, 

New Orleans Public Service ... 
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Penn. Water & Power 

Phila, Electric 

Public Serv. of Colorado 

Pub. Serv. of Indiana O 
. ) 3B  . eee O 
Puget Sound P. & L. .......... O 
Rockland Light & Power 
eS oy Seay Oo 
Scranton Electric 

ee | ere O 
Southern Calif. Edison 
Southwestern Pub. Service 

Tampa Electric C 
ees ccewes en ane Oo 
BONE Ea! Gatcbhpoes ss aceads S 
West Penn Power 

Wisconsin Elec. Power 
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S—Stock Exchange. C—Curb Exchange. B—Boston Exchange. O—Over counter. *Less 
3 per cent Wisconsin tax. #Estimated, (a) Approximate pro forma estimate. 


OCT. 24, 1946 558 





et) tL ee te ee ee ee ee Se a ry a ee ay Sr 


What Others Think 


The Rural Job Ahead for Electric 
Utilities 


T the annual convention of the Utili- 
ties Association of the Virginias, at 
Hot Springs, Virginia, on September 
20th, Roy W. Godley, rural service man- 
ager, Edison Electric Institute, spoke on 
“The Rural Job Ahead.” He introduced 
his remarks by saying that, due to the in- 
fluence of agriculture upon our general 
economy, he considers the rural job a 
more important one than the 20 per cent 
of electric meters which it represents. 
Stating that the ratio of private utili- 
ty farm service versus REA is about 
60 per cent private, 35 per cent REA, and 
the remaining 5 per cent being served by 
municipalities, Mr. Godley added: 


Personally, I think it is very fortunate 
for our industry that we serve this large 
percentage of farms. Fortunate, first, be- 
cause I am sure it will prove to be very 
profitable business. Second, the rural areas 
provide a very favorable area for future 
load growth, About 65 per cent of our new 
wealth is created from agriculture. Farm 
areas will provide many future uses for 
electricity that are not evident today—some 
of the uses coming from semi-industrial proc- 
essing on the farm, Third, it puts us in 
intimate contact with the only remaining 
large segment of our population not domi- 
nated by labor or a city machine. 

Throughout the history of this country 
agriculture has had an important influence 
upon legislation. Part of the job ahead for 
this industry is to do a rural development 
job so constructive that most farm people 
will want .to see the electrical industry re- 
main in the hands of private companies. 
That desire must come and it can come from 
the fact that we render real service to agri- 
culture and that the farm people know we 
are rendering it. 


Boxe speaker said that, to make electric 
service reach the most farm people 


in the most practical way, there are cer- 
tain channels through which utility com- 

panies must work. He stated: 
First, we need better training of personnel 
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within the companies—personnel who work 
with farm people. More training to equip 
them to better interpret farm needs in regard 
to electric service, so that its more exten- 
sive use on individual farms will make farm- 
ing more profitable and farm living more 
pleasant. Here we must use the same pro- 
cedure that has been followed in selling in- 
dustrial power. 


Then he emphasized the need for more 


research in farm electrification in the 
following comments : 


In deciding the best approach to research, 
I think it is well for us to consider the 
channel through which most research in 
agriculture has been done. This channel is 
the experiment stations of the land-grant 
colleges. Since the state experiment stations 
were established in 1887 they have estab- 
lished a splendid record of service. Here 
trained scientists have uncovered facts that 
have materially improved agriculture, facts 
that are entirely free from commercialism 
and have only one objective. That is the 
building of a better agriculture, Farm elec- 
trification should be no exception. Most of 
the needed research in this field should be 
carried out in these institutions. Our indus- 
try should encourage and lend whatever as- 
sistance is needed to encourage more re- 
search at our experiment stations, Financial 
encouragement where necessary in order to 
get proper work started. Great progress 
has been made in the mechanization of agri- 
culture, but most of this progress has been 
in field equipment. Much of the chore work 
around the barns is still done by hand. It is 
for these jobs that electricity is best adapted 
and can be of great value in cutting farm 
production costs, More research will show 
the way. 


LOSELY allied with the field of re- 
search, Mr. Godley said, is the 


bringing of the findings of research to 
farm people. He observed that 


...1n 1914 it was recognized that much of the 
information from the experiment stations 
was not reaching farm people. Recognition 
of this fact prompted the establishment of 
the Agricultural Extension Service, with its 
county agent and home demonstration agent 
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system. This agency has since 1914 been 
ee ed with the responsibility of taking 
s dodiess of the experiment stations to 
io people, through demonstrations and 
direct contacts. Their interest is in promot- 
ing practical application of new findings to 
better farming and to better farm living. 
Certainly no service or commodity can do 
more to promote agricultural efficiency and 
better living conditions in the farm home 
than can electricity. It seems proper, there- 
fore, that this agency should play a part in 
educating farm people in the practical use of 
electric service, I think it is proper that our 
industry encourage agencies as the Exten- 
sion Service to recognize their responsibility 
in this field. However, we must remember 
that their responsibility is to farm people 
and not to the electrical industry. This 
group has expressed a desire for our assist- 
ance in preparing training material in farm 
electrification for their county and state per- 
sonnel. Where such assistance is requested, 
I think we should give it. 


Also, the speaker declared, there is still 
another factor in connection with the ed- 
ucational phase of farm electrification. 
He went on to explain: 


This is the need for courses in farm elec- 
trification in land-grant colleges—courses to 
equip men and women who plan to go into 
agricultural educational fields to take proper 
information to farm people on the profitable 
use of our service. The progress made in 
each of these fields can be accelerated by 
our encouraging these agencies to take a 
greater interest in the use of electricity on 
the farm and in the farm home. We should 
motivate these agencies but in no way at- 
tempt to dominate them. It is perfectly 
logical for us to offer certain assistance to 
the educational agencies. 


TTENTION was called by Mr. Godley 

to the activities of the Farm Elec- 
trification Council in Virginia, which he 
said is materially futhering this type of 
work. He continued: 


. .State farm electrification councils seem to 
offer the best means of bringing all groups 
interested in the various phases of farm elec- 
trification together, first to plan a codrdi- 
nated program and then to formulate plans 
to make the program most effective. So far, 
REA has shown very little interest in having 
a part in these programs. However, I be- 
lieve that the local REA co-ops should defi- 
nitely have a part in state farm electrifica- 
tion councils, for their interest in the use of 
electricity on farms is exactly the same as 
the interest of the utilities. 

It is encouraging to note that more satis- 
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factory working relationships are being 
worked out between power companies and 
local co-ops. This should be encouraged 
where they are a factor. There was a time 
when there was competition between different 
utility companies during the period of rapid 
expansion of transmission lines throughout 
the country, After the rapid expansion was 
over and most of the cities and villages were 
served, the utility companies worked togeth- 
er and forgot their differences of that rapid 
construction period. Their getting together 
enabled them to better serve the towns and 
villages. The same will be true of the rural 
areas when the utility companies and the 
local codperatives forget their contests and 
difficulties of the rapid rural construction 
period and work together to intelligently 
study the application of electricity to agri- 
culture. This service will then be of greater 
value to farm people and ‘be more profitable 
to the suppliers of the service. 


_ stressing the great need of more 
research, more teaching, and better 
methods of passing on the facts to farm 
people, if electric service is to make the 
contribution to agriculture of which it is 
capable, Mr. Godley made this pertinent 
observation : 


Our industry has a responsibility in at- 
tempting to see that this job is done through 
established agencies that have for almost a 
half century carried on research and brought 
the findings of research to farms and farm 
homes throughout the nation. There is no 
need for new agencies and personnel to do 
the job, The REA may be equipped to do 
the entire job themselves for the 35 per cent 
of the farms they will serve. Recent state- 
ments by an official of that agency would in- 
dicate that they are. If they can most effi- 
ciently do the entire job, I think that is fine. 
I am sure, however, that the electric com- 
panies of this nation are not equipped to 
do the job in a way that will contribute most 
to agriculture and can never be equipped to 
do research and teaching as effectively as the 
land-grant colleges and the experiment sta- 
tions of these colleges. Thus the need for us 
to work with these institutions. 

With all groups working toward the great- 
er use of electricity on farms there will be 
a tremendous increase in farm load and more 
planning will be required to provide adequate 
service. In the final analysis, farm people, 
not the poo uth will determine what the 
service limitations shall be. This should be 
considered in looking at the job ahead, and 
I know it is being given much consideration 
in many areas, 


Turning then to a phase of develop- 
ment which Mr. Godiey said has no direct 
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connection with the sale of kilowatt 
hours, but which he considered even more 
important than promotional work to in- 
crease the use of electric service on farms, 
he made this comment : 


This development concerns power com- 
panies taking an active part in helping to 
promote a more prosperous agriculture. An 
increasing number of companies are recog- 
nizing the importance of agricultural de- 
velopment and the part that individual com- 
panies can play in bringing about conserva- 
tion of natural resources, acceleration of 
production, and greater economic stability 
in this field. Such industries as the major 
railroads of the country have, for a great 
many years, recognized the importance of a 
prosperous agriculture along their lines as a 
means of increased potential business. The 
American Bankers Association has long 
been active in promoting programs designed 
to encourage a better agriculture. Many 
chambers of commerce have active agricul- 
tural development departments, The electrical 
companies have a greater interest in rural 
areas than any industry in this country. They 
have a greater interest because in most rural 
communities they have made the largest in- 
vestment of any industry. 


A practical reasons why the electric 


industry should be interested in this 
type of development, these points were 
cited : 


1. A power company must depend upon 
growth from within its territory by more 
intensive cultivation of the area served. It 
has a franchise to serve a certain area and 
usually cannot go beyond the defined area 
seeking growth. 

2. Promotion of a more efficient agricul- 
ture is a sound method of growing from 
within. There is a close correlation between 
farm income and kilowatt-hour consump- 
tion by farm customers. As the farmer’s 
income increases, so does his use of elec- 
tricity. 

3. There are several agencies working to 
promote agriculture and to raise the standard 
of rural living. These agencies need and wel- 
come help in selling their programs to farm- 
ers, business and professional men. A power 
company can effectively supplement these 
agencies by sponsoring programs designed 
to encourage the wider adoption of sound 
agricultural practices. 

4. Power companies need to know more 
about the college of agriculture, the agricul- 
tural experiment station, and the ederal 
agencies functioning through them. These 
are organizations serving farm people. A 
power company can best serve farm people 
by codrdinating rural promotion work car- 


ried on by them with the programs of these 
groups. 

5. Federal, state, and private farm organi- 
‘ gations need to know more about the organi- 
zation and functions of the power company 
so that they can better codrdinate their ac- 
tivities and advise power companies which 
are engaged in rural development work. 

6. Every power company needs a stable 
backlog of business which fluctuates little 
from year to year. Rural development tends 
to promote this kind of business. 

7. Agricultural development heips to fully 
capitalize on the available facilities, organi- 
zations, and agencies, in the fuller develop- 
ment of the resources of the company’s ter- 
ritory. 


I’ looking at the broad field of activi- 
ties of the business-managed electric 
companies, Mr. Godley expressed his be- 
lief that they should have a part in pro- 
grams that will touch every segment of 
the communities they serve—both rural 
and urban. 

He feels the companies will find it good 
business to furnish communities with in- 
spiration and tools to bring a happier and 
more prosperous community life. And, 
he said, agricultural development is one 
means of doing this. 

In expressing that the part sueh a pro- 
gram can best play is in supplementing 
the activities of agencies and groups en- 
gaged in this work, he set down the fol- 
lowing points and some of the ways in 
which an electric utility can assist in the 
work: 


1. The utility can put a selling front on 
the established agricultural programs. It 
can provide necessary tools and personnel to 
dramatize these activities, which will bring 
them to the attention of those who will be 
most affected directly (the farmers) and 
those affected indirectly (business and pro- 
fessional men). 

2. Due to a power company’s detachment 
from state and Federal groups, it can enlist 
the support of business and professional 
leaders in agricultural development in a way 
7 established agricultural agencies cannot 

oO. 

3. It can provide ——- for specific 
jobs that may be needed in furthering cer- 
tain programs affecting F rural people such as 
recreation, engineering work, community 
planning, etc. 

4. Most power companies have publicity 
and advertising media that can be slanted to 
effectively present facts that will contribute 
to agricultural advancement. 
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5. The power company is in a favorable 
position to know the problems of a given 
area, to dramatize these needs, and to lead 
in the movement to find proper solutions. 

6. A power company is also in a position 
to best supplement efforts of all agencies 
in a community. It can facilitate proper re- 
lationships among them and work for the 
proper diversification of the area which it 
serves. 


As to whether there may be profit in 
this sort of a program, the speaker de- 
clared that it is profitable to an electric 
utility in several ways, stating: 


First, it tends to raise the income of the 
area. Second, if the income of the area is 
raised, more potential income is provided 
for the company serving that region. Third, 
it builds better public relations on the 
soundest basis for public relations—through 
service other than that directly connected 
with your business—service that helps others 
before it helps you. Fourth, it is my opinion 
that such activities can do much to keep 
the electric industry under private owner- 
ship. 


| he closing his remarks, Mr. Godley 
urged that agricultural development 
should not be given a “commercial slant” 


in its handling by an electric utility. He 
suggested : 


_Be sure the man charged with the responsi- 
bility of this development has an agricul- 
tural background and agricultural training. 
Put him in a position where he can have 
some voice in making the rural development 
policies of the company. 

The territory of every company is differ- 
ent. Therefore the agricultural development 
program will be different and will require 
careful study and analysis. 

The present trend points to the need for 
our or to broaden its approach toward 
territorial development as a means of better 
serving our customers. A comprehensive, in- 
telligently administered rural development 
program can do much to solve a number of 
problems confronting this industry today. 


Having in mind the increasing interest 
evinced by utility managements in com- 
munity affairs, as disclosed in the recent 
annual reports of several companies (see 
Pusric UTILit1es FortNIGHTLY, Sep- 
tember 26th issue, page 433), it would 
appear that the recommendations by Mr. 
Godley may well awaken more thought 
and action in this important field. 

—R. S. C. 





Case History of Utility Service 
During the War 


I" a 47-page supplement to the July, 
1946, issue of Service, a monthly 
magazine published in the interests of 
the far-flung activities of Cities Service 
Company, several pages are devoted to a 
“case history” of the part played by nat- 
ural gas and electric power during the 
war. 

Under the heading “Fuel, Medicine, or 
High Explosive, Natural Gas Plays a 
Varied Role,” it is stated : 

The story of natural gas during wartime 
is a veritable catalog of high achievement. 
It poured from the buried sands of the earth 
to become heat for war industry, for can- 
tonments, for the homes of war workers; to 
become converted into power, driving the 
wheels of production; to become the in- 
gredients of high explosives, of 100-octane 
gasoline, of paints to protect the bottoms of 
our naval craft against the clutch of barna- 
cles. 
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It was in the medicines which went to save 
the lives of our fighting men, It went back 
to the ground as fertilizer to help produce 
the record crops we needed. It went into dyes 
and rubber and merciful anaesthetics. Scien- 
tists say that 500,000 useful things can be 
made from natural gas. 


There is then told, in interesting detail, 
the various chemical and other opera- 
tions, into which natural gas entered, 
which Cities Service conducted for the 
government in the war effort. These em- 
braced a wide range of products for a 
variety of uses, and involved many intri- 
cate processes. 


HEN, under the heading “The Kilo- 
watt Army Goes to War—Electric 
Light and Power Never Failed,” are 
sketched the things which featured the 
company’s activities in that utility field. 
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Cc ourtesy, Detroit News 


TELEVISION WILL BE TOUGH ON CANDIDATES AND VICE VERSA 


The article continued with the following 
comment: 


The industrial tempo of the war was no- 
where more evident than on the production 
and distribution graphs of the electric light 
and power companies, and those in the Cities 
Service family came in for a full share of 
the load. Indeed, the pressure was on for 
several years before the United States be- 
came an all-out partner of the Allies in the 
struggle against Hitler-Mussolini-Hirohito. 


There follows a running account of the 
operations of subsidiary power and light 
companies in industrial sections of Ohio 
where industries were busy making war 
matériel. New generating capacity was 
added and transmission facilities ex- 
tended. 

Also, in the Rocky mountain area, 
where the Denver arsenal was added to 
the expanding war industries, high-ten- 


563 OCT. 24, 1946 








PUBLIC UTILITIES FORTNIGHTLY 


sion lines had to be built to serve the de- 
mand, and steam plant capacity augment- 
ed to care for the greatly increased power 
load. 

Reference is also made to the many 
and varied special projects which had to 
be carried through to serve the needs of 
individual war industries. This was 
especially true in the industrial sections 
of Ohio. 

This electric utility story closes with 
this pertinent comment: 


Electricity was there as needed, It was 
never in the black market. Its more than 
300,000 miles of power lines were untouch- 
able by Hitler’s gang. If it had failed, and 
it could not have succeeded except for the 
mighty strides planned and taken in peace- 
time, the impact of its failure would have 
given dramatic, even terrible, evidence of its 
importance, However, it did not fail. A prod- 
uct of the democratic way of life, the elec- 
tric industry far surpassed any power-pro- 
ducing system that could be devised or de- 
veloped by the totalitarian masters. Benja- 
min Franklin, a pioneer in both electricity 


and democracy, would have been proud of 
the industry’s achievements. 


HILE this booklet tells of the war- 

time activities of the utilities under 
Cities Service’s own management, it 
probably pictures many phases of which 
there were similar instances in the serv- 
ice areas of most of the private electric 
and natural gas utilities throughout th< 
country. 

One is impressed, in reading the de- 
tails of accomplishment, that such a story 
should be helpful to make clear the gen- 
erally little-known achievements of the 
business-managed, investor-owned utili- 
ties in wartime. It is well that it should 
never be forgotten, as government offi- 
cials stated of the private electric utility 
industry — never “too little nor too 
late.” This booklet is a real contribution 
to a better understanding of the true 
meaning of “service,” as rendered by the 
private enterprise utilities. 





Summary of Utility Group’s Offer to Distribute 
Federal Hydro Power 


f peu committee of electric companies 
operating in the Southwest has 
issued a pamphlet statement, together 
with a map of existing power lines and 
the lines proposed by Southwestern 
Power Administration. Under the head- 
ing “Summary of Proposal of Electric 
Companies Operating in the Southwest 
to Pass onto the Public All Benefits 
from Government Hydroelectric Power,” 
there are set forth, in two pages of text, 
the outstanding factors in this situation. 

Divided into three sections, the sum- 
mary begins with this comment: 


The Congress and the American people want 


1. The rivers developed and the natural re- 
sources developed. 

2. To accomplish the first objective with 
the minimum expenditure of public funds. 

3. To pass onto the public all benefits re- 
sulting from river development, including 
the savings derived from the sale of power 
and energy generated at the federally financed 
hydroelectric projects. 
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4. To preserve the American free enter- 
prise system. 

In general, there are two plans for dis- 
tributing the electric power to be generated 
at the flood-control projects built by the 
Army Engineers: 

Plan A. The Southwestern Power Ad- 
ministration (SPA) plan requiring a need- 
less expenditure of over $200,000,000 to be 
saddled onto the already overburdened tax- 


payer. 

Plan B. The plan under which the power 
and energy generated at the hydroelectric 
projects will be marketed through existing 
facilities of the power companies and under 
government regulation. 

The power companies in the Southwest 
area have offered to build, when necessary 
and at their own expense, any additional 
transmission facilities that may be required 
to move the power and energy generated at 
these federally financed hydroelectric proj- 
ects to the people, stating at the same time 
that all savings resulting from the purchase 
of this power and energy will be passed along 
to all customers. If the above Plan B is 
adopted and the government does not make 
unnecessary expenditures to duplicate exist- 
ing facilities as proposed in Plan A, there 


564 





WHAT OTHERS THINK 


will be considerably more money available 
for a real river development program. 


HE second section, “The SPA Plan 

Does Not Fulfill the Four Ob- 
jectives for the Following Reasons,” 
takes up in some detail each of the four 
points listed in the introductory state- 
ment. 

Why the proposed expenditures 
of taxpayers’ money by Southwestern 
Power Administration are unnecessary 
is explained, the subsidies enjoyed by 
these Federal power projects, in tax- 
avoidance and low-cost money, are set 
forth, and the discriminatory nature of 
the SPA plan is thus outlined: 

The existing and proposed dams in the 
Southwest will provide about 20 per cent of 
the .energy requirements of the region. 
Therefore, SPA can serve only a fraction of 
the business in the area (unless, of course, 
it forces the electric companies out of busi- 
ness). The SPA must in some way select 20 


consuming public. The companies will pay 
for the power on the basis of a fixed amount 
= year so that there will be no incentive 
or encroachment on the flood-control sec- 
tions of the reservoirs. 

c. The electric companies will build at their 
expense the necessary transmission lines to 
get this electric power to the public, 

d. The companies will gs preference as 
to availability in the sale of this hydro power 
and energy to public bodies for municipal 
street lighting, water pumping, and other 
governmental uses, and to rural electric co- 
Operatives. This preference will be indicated 
by low, preferential rates on the sale of this 
hydro power and energy. 

e. In addition to the preference outlined 
in “d” above, the electric companies further 
agree that they will .pass onto all other cus- 
tomers in the area any additional savings 
which accrue to the companies, through the 
purchase of this power and energy, in accord- 
ance with the terms of governmental regula- 
tory bodies having jurisdiction. 


i proposal is declared to be in 
keeping with the provisions of § 5 


of the Flood Control Act of 1944 and the 
reasons why are stated. Under this plan, 
it is pointed out government performs its 
natural functions in the development of 
rivers; government, and therefore the 
taxpayers, is saved many millions of 
dollars which SPA proposes to spend for 
transmission lines; and that the maxi- 
mum power benefits are obtained from 
the hydroelectric power by codrdinating 
hydro plants with existing facilities. 


per cent of the customers in the Southwest 
to whom will be given the subsidized power. 
This is discrimination against the remaining 
80 per cent. In its rdle as regulator, govern- 
ment is supposed to prevent, and not promote, 
discrimination and special interest. 

The rivers and streams in the Southwest 
have a highly fluctuating and intermittent 
flow of water. Power projects built upon 
them can generate electric power only a few 
hours a day, or a few days a month. They 
are valuable only for carrying peaks in the 
power loads. To obtain the maximum bene- 
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fits in the public interest, such hydroelectric 
projects must be codrdinated with a large 
system of steam plants and transmission 
lines. The only system of any consequence in 
the Southwest of this character is that now 
owned and operated by the electric com- 
panies. The Flood Control Act of 1944 pro- 
vides for such coérdination in order to bring 
about these maximum benefits. In this re- 
spect, the SPA plan is contrary to the act of 
Congress. 


The third section, “The Electric 
Companies’ Plan Does Fulfill the Four 
Objectives,” states that their proposal is 
substantially as follows: 


a. To purchase all of the electric power 
from all dams presently authorized under 
the Flood Control Act of 1944. 

b. The price offered is in accordance with 
the values based on the report of the Army 
Engineers. If the power is sold to the com- 
panies at any less amount, a corresponding 
reduction will be made in ~he prices to the 


And, in closing, are these three para- 
graphs: 

Democratic free enterprise is preserved in 
that the business of transmitting and dis- 
tributing electric power is turned over to 
business enterprise with government acting 
as the regulator. 

Government not only preserves its present 
tax income from the existing electric com- 
panies, but adds to its income through the 
additional business carried on by the electric 
companies with the power purchased from 
the government. 

The public derives all of the benefits of 
river development, including any and all 
savings from the hydroelectric power. 


This summary provides an interesting 
and instructive contribution to the sub- 
ject of Federal power competition with 


established business- managed electric 
utility companies. 


—R. S.C. 
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The March of 
Events 


In General 


AGA Convention 


T= national gas industry is hopeful that 
the Federal Power Commission has been 
convinced of some of its inconsistencies and 
that clarification of the Natural Gas Act and 
clear demarcation of the commission’s juris- 
diction may result, R. H. Hargrove, vice presi- 
dent of the United Gas Pipe Line Company 
and incoming president of the American Gas 
Association, said on October 7th at the AGA 
convention at Atlantic City, New Jersey. 

With the great expansion of the natural gas 
industry just ahead, the jurisdictional problem 
is vital, Mr. Hargrove said, adding that the 
industry has projects under way or approved 
calling for expenditure of $190,000,000, and 
involving 3,840 miles of pipe line. 

Charles I. Francis, a Houston, Texas, attor- 
ney, urged the industry to “secure from the 
Congress appropriate clarifying amendments 
to the Natural Gas Act” so that the statute 
would conform to the intent of Congress when 
it enacted the measure in 1938. 

“Tt was never thought that the language of 
this act would be interpreted by the (Federal 
Power) commission and the courts in such a 
way as to authorize control over any phase of 
conservation, production, and gathering of gas 
or direct sale thereof to consumers.” 

Before the industry is ranked by some in- 
stitutional investors alongside the electric util- 
ity and telephone industries as a source of in- 
vestment, it may have to free potential in- 
vestors of past prejudices through an educa- 
tional campaign, William W. Bodine, financial 
vice president of the Penn Mutual Gas Asso- 
ciation, said. He urged creation of a committee 
to discuss the industry’s problems with the fi- 
nancial and investing fraternity. 

N. C, McGowen, president of the United 
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Gas Corporation and chairman of the AGA’s 
natural gas reserves committee, reported that 
proved recoverable reserves in the United 
States on December 3, 1945, were approximate- 
ly 148 trillion cubic feet—enough to meet de- 
mands for thirty years. This was the first esti- 
mate prepared by the committee, formed last 
October. 

Gardiner Symonds, president of the Ten- 
nessee Gas & Transmission Company, said that 
some gas companies are “getting away from 
straight manufactured gas with its low British 
thermal unit value and are converting to mixed 
gas and to straight natural gas.” 

E. V. Murphree, executive vice president of 
the Standard Oil Development Company, re- 
search organization of the Standard Oil Com- 
pany of New Jersey, said that the oil industry 
is studying conversion of natural gas and ulti- 
mately coal to liquid fuels because the cost of 
finding oil and its production is increasing. 

The second day of the convention was fea- 
tured by an address of Secretary of Interior 
Julius A. Krug, who urged continued codpera- 
tion between the gas industry and the Interior 
Department’s Bureau of Mines. Mr. Krug re- 
ferred to the fruits of such codperation to date 
as evidence that the government and business 
are not “two rival predatory animals which 
must be ever at each other’s throats.” He re- 
ferred to experiments in the use of natural gas 
as fuel for Diesel engines as promising load 
benefits for the industry. He urged closer at- 
tention to the problems of conservation which, 
he said, does not consist of senseless hoarding 
or nonuse, but rather intelligent utilization for 
the benefit of both industry and consumer. 

In addition to Mr. Hargrove's election as 
president, succeeding Everett J. Boothby, vice 
president of the Washington Gas Light Com- 
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pany, other officers elected were as follows: 
Hudson W. Reed, president of the Philadelphia 
Gas Works, first vice president; Robert W. 
Hendee, president of the Colorado Interstate 
Gas Company, second vice president; and Ed- 
ward F. Barrett, president of the Long Island 
Lighting Company, treasurer. John C. Parker, 
vice president of the Consolidated Edison Com- 
pany of New York, was elected a director. 

Dexter M. Keezer, of the McGraw-Hill Pub- 
lishing Company, predicted that industrial pro- 
duction would not hit any serious decline dur- 
ing the next few years. Elmo Roper, public 
opinion analyst, gave the results of a sample 
poll among labor union members, indicating a 
preponderant majority in favor of our present 
form of government, and a public opinion sur- 
vey indicating a majority in favor of public 
service through private enterprise. 

Sales of gas for central heating are growing 
“by leaps and bounds,” promising to equal 
those for purely domestic purposes, accord- 
ing to E. M. Tharp, vice president and general 
manager of the Ohio Fuel Gas Company. 

In his retiring address as the association’s 
president, Mr. Boothby declared that the gas 
industry “is beset on all sides with shortages 
which bid fare to undermine our whole econ- 
omy.” He laid the blame on government con- 
tinuance of controls which were actually im- 
posed to prevent shortages. 

Mr. Boothby declared that Federal and state 
regulation have always proved advantageous 
to regulated industry where reasonable, but 
that overregulation could prove harmful mak- 
ing it necessary to avoid the latter danger. 

Mr. Hargrove promised that during the com- 
ing year the association would vigorously co- 
éperate with the Interior Department’s Bureau 
of Mines. He also ventured the opinion that 
the Big and Little Inch pipe lines should be 
sold for gas operations if it is found to be in 
the best interest of the national economy. 


WAA Requests Additional Data 


ar Assets ADMINISTRATION announced 
on October 3rd that it had requested, in 
addition to data already on file, information 
from all bidders on the Big and Little Inch pipe 
lines as to the identity and business connections 
of all individuals or firms associated with the 
particular bids. 
This action was deemed necessary, WAA 
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said, in order to afford WAA officials with the 
latest and most complete information possible 
concerning the 16 proposals now in process of 
analysis. 

The information requested bears on business 
and financial connections of all parties actually 
or prospectively associated with the bidders, 
but will not in any way duplicate material al- 
ready filed with WAA during the recent six 
weeks’ period for substantiation of bids. 


Motion Denied 


HE Federal Power Commission has de- 
nied a motion of Reynosa Pipe Line Com- 
pany which sought to nullify an FPC order 
of September 20th permitting the Texas Rail- 
road Commission and Cia Mexicana de Gas, 
S. A., to intervene at a forthcoming hearing of 
evidence on Reynosa’s application for author- 
ity to construct 30 miles of 12-inch gas trans- 
mission line to export natural gas to Mexico. 
Filing of the application by Reynosa was a 
condition of an FPC order of June 6, 1946, 
authorizing the company to sell and deliver up 
to 50,000,000 cubic feet of natural gas a day 
to Gas Industrial de Monterrey, S. A. The 
commission set hearing for October 7th, 


FPC Sets Hearing 


= Federal Power Commission recently 
announced that a hearing had been set for 
October 28th in Atlanta, Georgia, to take evi- 
dence regarding Savannah River Electric Com- 
pany’s proposal to construct a hydroelectric 
project at Clark Hill dam site on the Savannah 
river in South Carolina and Georgia, about 22 
miles above Augusta, Georgia. 

The purpose of the hearing is to afford an 
opportunity for all interested persons to pre- 
sent evidence on the question of the commis- 
sion’s jurisdiction under the Federal Power 
Act to consider Savannah River Electric’s ap- 
plication in view of the fact that the Congress 
of the United States has authorized construc- 
tion by the United States of the Clark Hill 
development at the same site as that proposed 
by Savannah River Electric. 

Various electric codperatives, chambers of 
commerce, companies, and individuals have 
formally and informally expressed opposition 
to development of the project by the company 
or have indicated they desired the project to 
be developed by the United States. 
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EEI Issues Statement of Policy 


i. Sarees of policy defining the attitude 
of the electric power industry towards 
farm electrification was released recently by 
the Edison Electric Institute, trade association 
of the industry. The statement sets forth the 
practices, which, in the opinion of the electric 
companies represented by the institute, will 
most effectively promote extension of electric 
lines to farms now unserved, and calls for co- 
dperation of all agencies interested in increas- 
ing the value of electric service to the farmer. 

“There is a task in farm electrification not 
yet completed,” the statement emphasized, and, 
“because of its importance to farmers direct- 
ly concerned, and to the national welfare, the 
Edison Electric Institute desires to make clear 
its attitude in this connection. Its interest in the 
matter is indicated by the fact that electric op- 

_erating companies serve at retail about 60 per 
cent of the connected farms, and through 
wholesale contracts supply a large part of the 
power used by the other 40 per cent.” 

The statement affirms, in brief, that it is the 
policy of the Edison Electric Institute, work- 
ing through its members, to: 

Promote rapid and efficient extension of 
electric lines to farms not now connected, and 
increase the number of users of service along 
existing lines. 

Foster codperation between officials of op- 
erating companies and rural codperatives, for 
better understanding of questions arising when 
two distribution systems operate in adjacent 
territory. 

Encourage building of each line extension 
by the company, REA codperative, or other 
agency in position to build the extension most 
economically. 

Advocate connections between lines of com- 
panies and codperatives, so that adequate 
wholesale power may be purchased by codp- 
eratives at fair prices, thus making indefensible 
the use of Federal money by REA and other 
governmental agencies to build generating 
plants or major transmission lines which dupli- 
cate existing systems. 

Join in supporting research work, preferably 
through agricultural colleges and experiment 
stations, to develop and adapt equipment for 
farm operations; codperate with manufactur- 
ers in making such equipment available; par- 
ticipate in bringing to farmers, through agen- 
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cies such as the Agricultural Extension Serv- 
ice, factual information of such equipment; 
and promote research to improve rural power 
service, and to increase the usefulness of elec- 
tricity to the farmer. , 

In releasing the statement of policy, Grover 
C. Neff, president of the institute, said that 
about 4,100,000 farms, or three-quarters of all 
those occupied, are now either connected to 
power lines or within one-quarter of a mile 
from such lines. Five-eighths of all farmers 
are taking electric service. Electric companies 
expect to connect about 600,000 additional 
farms in the three years, 1946 to 1948. Codp- 
eratives are expected to connect another 600,- 
000, and other agencies about 40,000 farms 
during this period, 


Supreme Court Opens Term 


s the United States Supreme Court opened 

its fall term under the new Chief Justice, 

Fred Vinson, arguments on the dissolution 

powers of the Securities and Exchange Com- 

mission over public utility holding companies 

headed a number of important cases slated for 
early consideration. 

Up for reargument, the public utility com- 
pany case was scheduled to come before the 
court on October 14th. With less than full 
membership last term, the court held over a 
number of important cases for the term, which 
opened October 7th, including the public util- 
ity company case. 

In this case, American Power & Light Com- 
pany and Electric Power & Light Company, 
subsidiaries of Electric Bond and Share Com- 
pany, challenged SEC powers to dissolve them. 
SEC powers, they contend, are limited to re- 
quiring that they be eliminated from a par- 
ticular utility company system. 


Lilienthal Atom Board 
Discussion 


ge Truman recently named David 
E. Lilienthal, chairman of the Tennessee 
Valley Authority, as a possible appointee for 
the Atomic Control Commission, and drew an 
immediate declaration of war from Senator 
McKellar, Democrat of Tennessee, 

“I will do everything that I can to see that 
he is rejected,” McKellar told reporters who 
advised him of the President’s news conference 
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statement that Lilienthal was under considera- 
tion. 

Lilienthal, a principal author of the atomic 
study and report which form the groundwork 
of the current United States stand on inter- 
national control measures for atomic energy, 
was understood to be under consideration for 
chairman of the Domestic Control Board. That 
position would pay $17,500 a year under the 
control legislation passed by Congress near the 
end of the session. Other board members would 
draw $15,000. 

Sumner T. Pike, former member of the Se- 
curities and Exchange Commission, said he 
probably would accept a place on the 5-member 
Atomic Energy Commission if it was offered 
to him. The 55-year-old Republican admitted 
at his home in Lubec, Maine, that he had been 
“sounded out” about an appointment. 


Project Hearing Set 
HE Federal Power Commission will start 
a hearing November 18th in Helena, Mon- 
tana, to determine the issues presented by its 
order of July 27, 1943, which directed the Mon- 
tana Power Company, Butte, Montana, to show 
cause why it should not secure FPC authoriza- 
tion for its operation of seven hydroelectric 
projects along the Missouri river in Montana. 
The hydroelectric projects are located in 
Lewis and Clark counties near Helena and in 
Cascade county near Great Falls, all in Mon- 
tana. Each of the projects includes a dam en- 
tirely across the Missouri river, a reservoir, a 
powerhouse, and other works. Water from the 
Hebgen and Madison reservoirs, located on the 
Madison river above the projects, is used to 
augment the low-water flow through each of 
the projects. The company has filed an applica- 
tion for license for operation of the two reser- 
voirs. In its order of July 27th, as amended 
October 5, 1943, the FPC linked the operation 
of the two reservoirs with the seven Missouri 
river projects and stated that the reservoirs 
and projects should be licensed as a complete 
unit of development under the terms of the 
Federal Power Act. 


Stock Deal Approved 
T= Securities and Exchange Commission 
on October 4th approved an application 
filed by the Commonwealth & Southern Cor- 
poration requesting authority to expend in its 
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discretion, not more than $5,000,000 to pur- 
chase in the open market, or otherwise, shares 
of its outstanding $6 cumulative preferred 
stock. The commission ruled the minimum pur- 
chase price to be paid by Commonwealth for 
the preferred shares shall be $1 a share below 
the closing market price of $118 on the New 
York Stock Exchange October 4th. 

It also was stipulated by the commission that 
at least seven days before Commonwealth be- 
gins to purchase preferred shares it shall ad- 
vise by letter each holder of record of its 
preferred fully with respect to its intentions to 
make purchases and the method to be em- 
ployed, 

The commission also ruled that, during the 
time the acquisition program is in effect, Com- 
monwealth shall not reduce the current divi- 
dend rate of twice preferred dividend require- 
ments. 


Seeks FPC Authorization 


TS Federal Power Commission recently 
received a request from Panhandle East- 
ern Pipe Line Company, Kansas City, Mis- 
souri, and Chicago, Illinois, for authorization 
to install 8 additional compressor units aggre- 
gating 12,200 horsepower in 8 of the com- 
pressor stations along the company’s pipe-line 
system which extends through Texas, Kansas, 
Missouri, Illinois, Indiana, Ohio, and Michi- 
gan. Estimated cost was $2,685,000. 

The company’s application stated that gas 
compressor station operation requires periodic 
repair and overhauling of compressor equip- 
ment. During such repair periods some com- 
pressor units would be out of operation and 
the system capacity reduced proportionately, 
the company stated, and the lack of spare com- 
pressor units for substitution would result in 
a decrease in system sales capacity of about 
5,000,000 cubic feet of gas during the summer 
months, 


Asks Supreme Court Review 


co Service Gas Company recently asked 
the United States Supreme Court to re- 
view the decision of the tenth circuit court of 
appeals at Denver in its rate case. The circuit 
court on April 30th upheld the order of the 
Federal Power Commission requiring the com- 
pany to reduce its rates by $4,455,871 annual- 
ly, based on 1941 returns. 
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The company based its application for the 
writ of review on the premise that the FPC 
erred in valuing the company’s assets, that the 
commission lacked jurisdiction in certain 
phases of the case, and that improper methods 
were used in determining depreciation and tax 
figures. . 

Under the commission’s order, about $15,- 
000,000 has been impounded from the com- 
pany’s earnings since September 1, 1943. De- 
nial of the writ application by the Supreme 
Court would set the legal machinery in motion 
for distribution of the impounded funds to do- 
mestic and commercial customers. 


Nazi Research Aids High- 
Voltage Transmission 

RANSMISSION of power up to 500 miles 

over wires carrying 400,000 volts is now 
possible as a result of the seizure of Nazi 
German documents that have been translated 
by a Bonneville Power Administration engi- 
neer, Secretary of the Interior J. A. Krug an- 
nounced early this month. Heretofore the 
maximum transmission potential has been 300 
miles or less over wires of 287,000 volts or 


less, Secretary of the Interior Krug stated. 

The documents were procured in Germany 
by representatives of the Technical Industrial 
Intelligence Division, Office of Technical Serv- 
ices, Department of Commerce. 


NAEC Files Registration 


"pense conceding that its functions and 
purposes fall within the meaning and 
scope of the Legislative Reorganization Act 
of 1946, the National Association of Electric 
Companies on October 10th registered and filed 
with the clerk of the House and the secretary 
of the Senate a detailed financial statement. 
The association made specific reservations as to 
the necessity for such registration but “very 
willingly” filed, pending official interpretation 
of the provisions of the act. 

The National Association of Electric Com- 
panies is a trade association composed of 110 
business-managed electric companies, serving 
about 16,400,000 customers, employing 112,500 
persons and operating 22,000,000 kilowatts 
of installed generating capacity and more than 
125,000 miles of transmission lines, which is 
about 60 per cent of the privately operated total. 


Connecticut 


The reduction by the Hartford Company is 
anticipated to aggregate something like $600,- 
000 on an annual basis and the reduction by 
the United Iiluminating Company is estimated 
at $335,000 on an annual basis, 


Rate Reductions Negotiated 
HE state public utilities commission re- 
cently negotiated electric rate reductions 

by the Hartford Electric Light Company and 
by the United Illuminating Company. 


Florida 


Utility Tax Levied 

AS ordinance, imposing and levying a 

10 per cent tax on each and every pur- 
chase of local telephone service, electricity, 
metered and bottled gas, and water service 
within the corporate limits of the city of St. 
Petersburg, was recently adopted by the city 
council. 

The law stipulates that all revenue from the 
levy, estimated by experts in the local field of 
finance at approximately $400,000 a year, “shall 
be deposited by the director of finance in a 
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special trust fund account hereby designated 
‘Utility Tax Capital Improvement Fund,’ 
which shall be appropriated solely and exclu- 
sively for a program of capital improvements, 
including hospitals, nurses’ home, public safety 
building, fire stations, drainage and sewer sys- 
tems, street and traffic lighting, library build- 
ing, garage and sewer disposal facilities, mu- 
seum and other public buildings, and adminis- 
trative and other expenses in connection with 
such projects as set forth in the annual budget 
estimate and appropriation ordinance.” 
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THE MARCH OF EVENTS 


New Jersey 


Electric Rate Lowered 
A= in the electric rate by the Pub- 
lic Service Electric & Gas Company, 
totaling $5,000,000 annually, was announced on 
October Ist by the state public utilities com- 
mission. The new rate becomes effective No- 
vember Ist. 

The reduction in rate, the commission an- 
nounced, “was the result of negotiations” 
initiated by the state agency and will be allo- 
cated to electric customers with the ratio of 
$3,000,000 for residential users and $2,000,000 
for commercial and general customers, 

A table of comparative rates issued by the 
commission showed that a residential consumer 


using 25 kilowatt hours, currently billed for 
$1.65, will pay $1.52 under the revised sched- 
ule; a consumer of 50 kilowatt hours will pay 
$2.33 compared with $2.65; and a 100 kilowatt- 
hour. customer previously billed for $4.15 will 
pay $3.83. 

Commercial customers, the table disclosed, 
will be billed $2.90 for 50 kilowatt hours as 
compared with $3.34; $4.92 compared with $6 
for 100 kilowatt hours; and $10.02 compared 
with $12 for 200 kilowatt hours. 

The statement issued by the commission said 
all residential customers who now use in ex- 
cess of 11 kilowatt hours in any one month 
will benefit by the reduction. 


New York 


Demand Pay Rise 


WwW increases totaling $16,000,000 a year 
were to be sought by the 25,000 unionized 
employees of the Consolidated Edison system 
in contract negotiations to be opened this 
month, the state public service commission was 
told recently by Herman E. Cooper, counsel 
for the Brotherhood of Consolidated Edison 
Employees, an affiliate of the Utility Workers 
Union, CIO. 

Appearing at a hearing to consider whether 
the commission should order a reduction in 
utility rates, Mr. Cooper urged the state body 
not to take any action that would make it im- 
possible for the company to meet the workers’ 
“just demands.” He said the union did not want 
to see the Pittsburgh power strike duplicated 
in New York, but he warned that the members 
might vote such action if they became dis- 
satisfied with the progress of the wage talks. 

Mr. Cooper said the union was not opposed 
to a rate reduction but it did not want the Edi- 
son workers to “bear the brunt” of a reduction 
by having the company contend that it was 
unable to grant higher wages because of its 
lower rates. 


Utility Accepts Antibias Rules 


bese State Commission against Discrimina- 
tion reported last month that the Brooklyn 


571 


Borough Gas Company had accepted four 
recommendations “to insure the exclusion of 
all factors in employment save competency, 
The commission added that before the investi- 
gation was completed Miss Mary E. Dillon, 
president of the company, “had moved to make 
its personnel reflect a larger proportion of 
Jews and Negroes by the voluntary adoption 
of some of these recommendations.” 

“The Commission against Discrimination is 
primarily concerned with present and future 
employment practices and the management of 
the Brooklyn Borough Gas Company has 
pledged that the present and future employ- 
ment practices of the company shall be in 
complete compliance with the Law against Dis- 
crimination,” the commission said in a prepared 
statement. 

Miss Dillon retorted that the commission 
“has misconceived the nature and scope of its 
authority under the statute” in making public 
the statement. 

“The fact that the commission has issued no 
order to the company itself,” she said, “is a 
recognition that there is no basis for any 
action against it. The report goes out of the 
way to refer to vague ‘charges’ of unfair and 
discriminatory employment practices by pub- 
lic utilities generally, and to assert that ‘it is 
commonly believed’ that a ‘discriminatory em- 
ployment pattern exists,’ without any evidence 
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to support these statements or opportunity to 
disprove them. 

“The very generality of this attack betrays 
an illegal prejudgment by the commission of 
public utilities generally and this company in 
particular.” 

The commission’s recommendations were: 

1. Abandonment of the method formerly 
used for recruitment of new employees, the 
so-called in-breeding method (hiring new per- 
sonnel on recommendation of persons already in 
the company). 

2. Instruct all foremen and supervisors in 
writing of the provisions of the Law against 
Discrimination and the intent of management 
to eliminate the factors of race, creed, color, 
and national origin, both in hiring and up- 
grading. 

3. Centralize selection of employees in a cen- 
tral employment office of the company to elimi- 
nate possibility of bias by department heads 
in determining the employment pattern of the 
company. 

4. Utilize neighborhood resources to recruit 
personnel—Negro newspapers, Jewish news- 
papers, Urban League, Federation Employ- 
ment Service, U. S. Employment Service. 


Miss Dillon requested that the commission 
investigate the company last April, after 
charges of discrimination had been made by 
the Commission on Law and Social Action of 
the American Jewish Congress, the National 
Association for the Advancement of Colored 
People, and a section of the Communist party. 


Opposes Seaway 


esses M. Ives, Republican candidate for 
Senator, said recently that “my record” on 
the St. Lawrence seaway proposal “speaks for 
itself” and so far “no plan for this project has 
been advanced which has met with my ap- 
proval.” 

Mr. Ives expressed his views to reporters, 
who recalled that as majority leader of the 
state assembly he went on record as opposed 
to the seaway. 

There is little belief that the project will be- 
come an election issue, even though Governor 
Dewey has stated he is in favor of it. 

James M. Mead, Democratic candidate for 
governor, also opposes the seaway, but former 
Governor Herbert H. Lehman, opponent of 
Mr. Ives, has expressed support of it. 


* 
Utah 


Commission Orders Probes 
a of two Utah utility companies 
—Telluride Power Company of Utah and 
Gunnison Telephone Company—was ordered 
recently by the state public service commission. 
In both cases the commission said that “nu- 
merous complaints, both oral and written, 
charging that services, equipment, and facili- 
ties are inadequate and inefficient to meet the 


just and reasonable needs of the public” had 
been lodged against the two companies. 

Hearings on complaints against the power 
company were scheduled to be held in Gunni- 
son, October 15th; Richfield, October 16th; 
Delta, October 28th; and Milford, October 
29th. 

Hearing on the telephone company was to be 
held October 15th in Gunnison. 


Virginia 


Gets Strike Notice 

30-pay strike notice by the International 

Brotherhood of Electrical Workers 

(AFL) against the Virginia Electric & Power 

Company was filed with the Labor Department 
recently, 

J. C. McIntosh, union international repre- 

sentative, said union Local B-1522 was striking 
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on or after October 31st because Vepco re- 
fused to recognize it as bargaining agent for 
several classes of foremen, despite certifica- 
tion by the National Labor Relations Board. 

The brotherhood is the same union which 
was drafted into the state militia by Virginia's 
Governor Tuck when it threatened to. strike 
last summer. 
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The Latest Utility Rulings 


Commission Lacks Power to Reduce Telephone Rates 
Retroactively 


HE Michigan Supreme Court up- 

held a circuit court’s decree vacat- 
ing a commission order reducing rates 
and ordering a refund. A contention that 
the issue of the order being retfoactive 
was controlled by the date of a commis- 
sion notice of October 3, 1944, or earlier 
notices served on the telephone company, 
was not accepted. The rate reduction or- 
der was issued on December 28, 1944, 

All rates and charges in effect during 
1944 were lawfully imposed since they 
had been authorized by the commission’s 
predecessor and had not been altered 
prior to that date. The revenues thus col- 
lected “became the property of the tele- 
phone company.” 

The order reduced the amount of the 
company’s 1944 revenues accrued under 
the existing schedule in the amount of 
$3,500,000. The order further required 


the company to submit a plan for the dis- 
tribution of these funds to its subscrib- 
ers. 

Decisions cited in support of commis- 
sion authority were distinguished. It was 
noted that “overcharges” were not in- 
volved since charges were in accord with 
existing lawfully established rates. These 
rates were not “provisional and tenta- 
tive.” 

The court did not agree with a conten- 
tion that from its broad statutory powers 
it should be “implied” that the commis- 
sion was authorized to adjust rates retro- 
actively. In fixing rates, it was said, the 
commission acts in a legislative capacity, 
and an order establishing a rate must be 
construed as a statute of like character 
would be construed. Michigan Bell Tele- 
phone Co. v. Michigan Public Service 
Commission. 


e 


Holding Company Simplification Plan 
Approved 


HE Securities and Exchange Com- 

mission obtained Federal court ap- 
proval of a holding company simplifica- 
tion plan of the New England Power As- 
sociation, Massachusetts Power & Light 
Associates, North Boston Lighting Prop- 
erties, Rhode Island Public Service Com- 
pany, Massachusetts Utilities Associates 
Common Voting Trust, and the Massa- 
chusetts Utilities Associates. The court 
reviewed the opinion and findings of the 
commission and determined that the find- 
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ings were supported by substantial evi- 
dence and that a conclusion that the plan 
was fair and equitable was amply sup- 
ported by those findings. 

In considering whether or not the plan 
was fair and equitable to the persons af- 
fected by it, the court said : 

In analyzing the various allocations pro- 
posed in the amended plan, the commission 
considered in detail all data that was pre- 
sented, especially with respect to the under- 
tying assets being surrendered and received. 

fairness of each allocation in addition 
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to being based on asset value was also based, 
in a great part, upon an analysis of the earn- 
ings prospects of each presently outstanding 
security as compared with the prospective 
earnings allocated to the holders of such 
security in the event the plan was consum- 
mated in an attempt to apply the principle 
of full compensatory treatment represented 
by a share in the securities of the whole en- 
terprise on an equitable basis. This earnings 
test was most important. Cf. Consolidated 
Rock Products Co. v. DuBois, 312 US 510, 
526, 530, 61 S Ct 675, 85 L ed 982. The com- 
mission used two earnings levels to test the 
proposed allocations ; namely, the 7-year av- 
erage adjusted earnings level where the earn- 
ings per share of NEES common stockhold- 
ers were about $1.45 per share and the post- 
war normal year where the earnings per 
share of NEES common stock were esti- 
mated at about $1.59 a share. The commis- 
sion, in determining the equitable equivalent 
of the security being surrendered, gave ex- 
tended consideration “to the entire set of 


rights and limitations of the security in the 
business context of the issues, apart from 
the impact of § 11.” 


It was deemed clear that the results 
accomplished by the plan—namely, elimi- 
nation of the holding companies, reduc- 
tion of their 18 securities to 2, im- 
provement in the existing overcapital- 
ized structure, the result of distribution 
of voting power among security holders 
of the system—warranted the commis- 
sion subsidiary findings and its ultimate 
findings, that the amended plan provides 
an appropriate means of accomplishing 
many of the steps contemplated under 
§ 11(b), and it is necessary to effectuate 
the provisions of that section. Re New 
England Power Association et al. 66 F 
Supp 378. 


e 


Downgrading of Telephone Service on Change 
Of Address Allowed 


© ibe complaint of a telephone sub- 
scriber that on change of address 
he was downgraded from direct line to 
4-party service was dismissed by the Mis- 
souri commission. Government priority 
regulations and general insufficiency of 
equipment were considered controlling 
factors. 


Proof that outages had occurred on 
the 4-party line because of patrons’ care- 
lessness about replacing the receiver on 
the hook caused the commission to re- 
mind the company of its duty to instruct 
its telephone subscribers so that such out- 
ages do not occur. Re Latimer (Case No. 
10,810). 


e 
Holding Company Recapitalization Plans Disapproved 


< ® plans providing for recapitaliza- 
tion of Republic Service Corpora- 
tion were disapproved by the Securities 
and Exchange Commission, but an order 
was withheld to give the proponents of 
the plans time to amend them to comply 
with the commission’s findings and opin- 
ion. 

The holding company’s plan provided 
for recapitalization on a common stock 
basis. Since it involved unnecessary sacri- 
fice of values on the part of equity own- 
ers, it was disapproved. The other plan 
provided for recapitalization by the re- 
payment of debentures and the issuance 
of new common stock to equity owners 
through the sale of new debentures, bank 


loan, and common stock. This plan was 
submitted by a preferred stockholder. 
Referring to this plan the commission 
said: 

Subject to our comments .. . it would 
appear that a plan which would provide for 
a recapitalization of Republic with debt in 
a limited amount and common stock, and 
for payment of the present bondholders in 
cash, has substantial advantages over an all 
common stock plan in meeting the problems 
of the system. Although we think, therefore, 
that the principle underlying the stockholder 
plan affords the most appropriate method for 
Republic’s recapitalization, we feel that the 
stockholder plan as presently constituted pro- 
vides for an excessive amount of debt which 
ore? not be approved under the standards 
° ‘ 
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The commission distinguished between 
a holding company system where the sub- 
sidiaries have no publicly held debt or 
other securities outstanding and a sys- 
tem where the subsidiaries themselves 
have complicated capital structures with 
large amounts of debt or preferred stock, 
or both, publicly held. It was pointed out 
that the considerations which have led 
the commission to require an all common 
stock structure for the latter type of hold- 
ing company were not applicable to the 
present case. Accordingly, the commis- 
sion said, a capital structure which re- 
tains some debt is permissible for the 
Republic Service Corporation. 

Both recapitalization plans proceeded 


on the theory that the bondholders were 
entitled to receive, in satisfaction of their 
claims, the unpaid principal amount of 
the bonds plus accrued interest. This was 
deemed fair and equitable treatment for 
the bondholders. The commission held 
that both plans properly denied partici- 
pation to the common stock since the com- 
pany’s past earnings had been inadequate 
to meet the dividend requirements of the 
preferred stock and arrearages, and since 
there was no indication that future earn- 
ings would be sufficient to pay off the ar- 
rearages and to satisfy the current pre- 
ferred dividend requirements. Re Re- 
public Service Corp. et al. (File Nos. 54- 
63, 59-47, Release No. 6820). 


e 


Trial of Two-way Radio in Taxicabs Ordered 


nN inquiry conducted by the Pennsyl- 
vania commission into taxicab serv- 
ice in the city of Pittsburgh resulted in an 
order requiring caB companies to cease 
the practice of “cruising,” and to make 
back mileage rates computable by pas- 
sengers as well as drivers. 

The commission commented on the 
company’s apparent failure to employ 
sufficient measures to satisfy emergency 


requests for service. Taking cognizance 
of recent developments in the field of 
communications, including the develop- 
ment of high-frequency radio for 2-way 
audible communication, the commission 
ordered that trial installations of this 
equipment be made in a small number of 
cabs in the interest of improving emer- 
gency service. Re Yellow Cab Co. (Ap- 
plication Docket No. 49926.) 


e 
Merger of Telephone Utilities Approved 


g Pennsylvania commission ap- 
proved the application of a tele- 
phone company for permission to render 
service in a new area, some distance 
away, and to absorb the rights and prop- 
erties of the company which formerly 
served that area. 

Approval of a merger ordinarily is de- 
nied where utilities are widely separated 
geographically and cannot be integrated. 
But the fact that substantial improve- 


ment in service to the public would be an 
immediate result of this proposed con- 
solidation was considered an important 
factor in the commission’s determination. 

The commission’s duty to see that ade- 
quate service is given the public was 
viewed as paramount to rate arguments 
or other objections to consolidation. Re 
Lycoming Telephone Co. (Application 
Docket No. 66585, Folders 1, 2, and 3 
and Securities Certificate 525). 


4 


Commission Termination 


REQUEST by an air carrier that the 
enforcement of a commission or- 
der terminating its operation be re- 


of Air Operations Upheld 


strained was denied by the circuit court 
of Baltimore city, which found adequate 
evidentiary support for the order. 
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A commission finding that the air op- 
erations were unsafe was challenged by 
the carrier, which showed that up to the 
time of the hearing no accident had oc- 
curred. To this argument the court re- 
plied : 

This is like arguing that it is safe to fire 

a shotgun with snow in the barrel. Some 


7 


people are not aware that it is unsafe. Others 
don’t care. Some have done it and lived there- 
after, Others, not so fortunate, have not kept 
the “sweet chariot waiting to carry them 
home,” but have taken off on their unsched- 
uled flight without even the slight delay oc- 
casioned those traveling from Bishopville 
to Baltimore. 


Columbia Air Lines, Inc. v. Bosley et al. 


Commission Approval of Certificate Transfer Sustained 


iS tee complaint in an action to set 
aside an Interstate Commerce Com- 
mission order approving the transfer 
of a carrier’s operating rights was dis- 
missed by the United States District 
Court. 

Whether the transfer would be 
consistent with the public interest was 
a question for the determination of the 
commission and not for the courts. 

The grandfather clause of the Motor 
Carrier Act, requiring continuity of op- 


eration after June 1, 1935, to entitle a 
carrier to a certificate as a matter of 
right, was the basis of a claim of for- 
feiture by objectors to the transfer. The 
court replied that the grandfather clause 
has no bearing on the life span of a cer- 
tificate once it has been issued, since only 
by commission action, after notice and 
hearing, can a certificate be revoked upon 
discontinuance of operation. General 
Transp. Co. et al. v. United States et al. 
65 F Supp 981. 


e 


Bus Service over New Route Authorized 


Nien: Arizona Supreme Court rein- 
stated a commission order granting 
a certificate to a motor carrier to operate 
between cities already served by another 
carrier but over a different route. No op- 
portunity was offered to the existing car- 
rier to furnish the new service since new 
territory, and not territory already 


served, was involved in the proceedings. 

A strong dissenting opinion opposed 
the granting of the certificate as a giving 
of judicial sanction to “nothing more or 
less than muscling in” on territory al- 
ready served. Corporation Commission 
et al. v. Pacific Greyhound Lines, 169 
P2d 511. 


+7 


Other Important Rulings 


Men Pennsylvania Superior Court 
overruled objections of certified 
taxicab companies and granted an appli- 
cation for authority to render competing 
service, with the comment that a public 
service corporation may not operate only 
when the weather is pleasant or when 
there is a chance for profit. Colombo v. 
Pennsylvania Pub. Utility Commission, 
48 A2d 59. 


Operating authority was given to a 
newly formed veterans’ taxicab company 
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by the Pennsylvania commission, which, 
while noting that substantial evidence of 
public need for additional cab service had 
been presented, commented that the pri- 
mary object of public service laws is to 
serve the best interests of the public. Re 
Leeper et al. (Application Docket No. 
65762). 


A petition by a state through its attor- 
ney general for a declaratory decree as 
to the manner in which the books of a 
railroad, being operated under contract 
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with the state, should be kept and for 
other equitable relief was dismissed as 
to the accounting question by the supreme 
judicial court of Massachusetts with the 
ruling that the books should truthfully 
reflect the transactions of the company 
but need not conform to the accounting 
regulations of any government agency. 
Attorney General v. Trustees of Boston 
Elevated R. Co.67 NE2d 676. 


The Colorado commission was upheld 
by a court in denying a moving com- 
pany’s application for exemption from 
the Public Utilities Act, or in lieu thereof 
a special operating permit, where the 
state statute put the company’s opera- 
tions under commission authority, 
whether classified as a private or com- 
mon carrier, and where no evidence was 
introduced showing that existing service 
was inadequate or unsatisfactory. Archi- 
bald v. Public Utilities Commission et al. 
171 P2d 421. 


An order of the Virginia commission 
granting a certificate to a new carrier 
was reversed on appeal by the court, 
which, after reviewing the evidence, de- 
cided that, since opportunity had not been 
given the authorized carrier to remedy 
service deficiencies, the issuance of a cer- 
tificate by the commission was unauthor- 
ized, Virginia Stage Lines, Inc. v. Com- 
monwealth 38 SE2d 576. 


A municipal ordinance imposing a li- 
cense fee on passenger busses was de- 
clared unconstitutional by the Arizona 
Supreme Court as applied to a corpora- 
tion which was operating intercity busses 
under a state certificate and which had 
paid state registration fees. The court 
order required the city to make refund 
of all moneys collected under such ordi- 
nance. Phoenix v. Sun Valley Bus Lines, 
Inc. 170 P2d 289. 


The New York Supreme Court dis- 
missed a contract action between two 
motor carriers where the contract by its 


Note.—The cases above referred to, where 


terms was designed to eliminate com- 
petition and divide traffic and earnings, 
and was, therefore, contrary to public 
policy and void under both Federal and 
state statutes. Sweezey (H. E.) & Son 
Motor Transp. Inc. v. Reich Bros, Long 
ete Motor Freight, Inc. 63 NY Supp 
2d 514. 


A railroad association’s complaint 
against the establishment of joint rates 
between an express corporation and sev- 
eral highway common carriers was dis- 
missed by the California commission, 
which considered prior commission ap- 
proval unnecessary in such a case even 
though highway common carriers estab- 
lishing such rates among themselves 
would be required to seek commission 
approval. Pacific Southwest Railroad 
Asso. v. California Motor Express, Ltd. 
et al. (Decision No. 39090, Case No. 
4575). 


A claim by railroads that a steel cor- 
poration was being granted a discrimina- 
tory rate preference on its coal shipments 
was dismissed by a Federal District Court, 
where the corporation’s captive mines 
were not the only mines in the district 
enjoying the lower rate and where the 
only mine in the district at a higher rate 
could have received the lower rate by 
arguing for it before the Interstate Com- 
merce Commission. Baltimore & O. R. 
Co. et al. v. United States, 65 F Supp 
962. 


An employee succeeded in a suit to 
require a railroad to furnish him with a 
uniform cap without charge, under a 
Massachusetts statute requiring that caps 
be supplied to employees whose duties 
relate to the transportation of passengers 
or their baggage, construed as meaning 
“supplied without charge” and designed 
for the protection of the traveling public. 
The statute itself was upheld by the court 
as a valid exercise of the police power of 
the state. McQuade v. New York Cen- 
tral Railroad Co. 68 NE2d 185. 


decided by courts or regulatory commissions, 


will be published in full or abstracted in Public Utilities Reports. 
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PREPRINTS 


OF CASES TO APPEAR IN 


Public Ctlities 
Reports 


COMPRISING THE MORE IMPORTANT DECISIONS, ORDERS, AND 
RECOMMENDATIONS OF COURTS AND COMMISSIONS 





Clear Lake Water Co., Yolo County Rice Growers Asso, Vv. .....0.cesseeeeeees oss uaa 
Farr, Re 

Uniform Classification of Accounts for Telephone Companies, Re 

Washington Gas Light Co., Re 

White River Electrification Asso., Re 


Accounting—contributions of telephone plant, 94; modification by Federal Commission, 94; 
uniform system for telephone companies, 94. 


Certificates of convenience and necessity—electric service, 70; requirement for rural electric 
coéperative, 70; rival application by codperative, 70. 


Discrimination—service concessions to late applicant, 86; water service, 86. 
Monopoly and competition—congressional promotion of Rural Electrification Administration, 70. 
Public utilities—codperative service to nonmembers, 70. 


Security issues—exemption from competitive bidding rule, 65; financing of construction ex- 
a 65; financing terms and conditions, 65; issuance of note under credit agree- 
ment 


Service—location of water supply, 86. 
Valuation—contributed plant, 94. 








RE WASHINGTON GAS LIGHT CO. 


DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


Re Washington Gas Light Company 


P. U. C. No. 2424/15, Formal Case No. 357, 
Order No. 3063 


July 29, 1946 


PPLICATION for a certificate of authority authorizing issu- 
1 \ ance and delivery of notes; granted. 


Security issues, § 112 — Exemption from competitive bidding rule — Note to 
banks — Credit agreement. 

1. A competitive bidding rule may be waived with respect to the issuance 
of notes under a credit agreement, to raise funds from time to time for 
construction expenditures for extensions and improvements, where the 
notes are to be acquired by commercial banks as an investment and not for 
resale, their term will be less than ten years, no commission is to be paid 
to any third person, and the rate of interest is in line with that usually 
charged for short-term loans of this type, p. 65. 


Security issues, § 111 — Financing terms and conditions — Credit agreement with 
banks. 


2. The terms and conditions of a credit agreement between a public utility 
and four banks were held to be reasonable where the interest rate on notes 
was 2 per cent per annum, prepayment was permitted, and the agreement 
provided for a commitment fee, a premium on prepayments, and optional 
extensions of time for borrowing under the agreement, p. 65. 


Security issues, § 58 — Purpose — Construction expenditures. 
3. The proposed issue and delivery of promissory notes to raise funds to 
meet construction expenditures for extensions to and improvements of gas 
distribution facilities was held to be in the public interest, p. 65. 
¥ 
mission relative to competitive bidding 
be waived with respect to this applica- 


By the CoMMISSION ; 


Nature of Application 


Washington Gas Light Company 
(hereinafter referred to as the “com- 
pany”) has filed an application for a 
certificate of authority to issue and 
deliver up to $8,000,000 aggregate 
principal amount of its notes, in the 
manner and for the purposes herein- 
after set forth. 

The application contains a motion 
that the requirements of Order No. 
1465 (12 PUR(NS) 9) of this Com- 


[5] 
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tion. 

A public hearing was held on July 
23, 1946, after appropriate notice. 
Testimony for the company was pre- 
sented by Robert C. Owers, Vice 
President and Treasurer. 


Securities to Be Issued 
[1-3] Under the terms of a credit 
agreement entered into with the Com- 
pany on June 17, 1946, certain banks 
have agreed to extend credit to the 
65 PUR(NS) 
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company in principal amounts up .to 
the amounts shown in the following 
list : 
The Chase National Bank of the 

City of New York 


The Riggs National Bank 
American Security and Trust Com- 


800,000 
250,000 


$8,000,000 


The loans are to be made in amounts 
aggregating $500,000 or a multiple 
thereof, apportioned among the banks 
on the basis of the respective amounts 
set forth above, against the delivery 
of the company’s promissory notes 
payable to the order of the respective 
banks in the amounts of the loans 
made by such banks. 

The agreement provides that the 
notes shall bear interest at the rate 
of 2 per cent per annum. They shall 
be dated the date of their delivery and 
shall mature serially in _ principal 
amounts aggregating up to the follow- 
ing respective amounts: 

1,000,000 on July 1, 1949, and 

1,000,000 on each July 1 thereafter 

to and including July 1, 1954, and 

$2,000,000 on July 1, 1955. 

The company may prepay from 
time to time the notes in whole or in 
part. If such prepayment is made 
directly or indirectly from the pro- 
ceeds of or in anticipation of other 
borrowings maturing within ten years 
from the date of such borrowings, the 
company will be obliged to pay a pre- 
mium which will result in a yield basis 
for the period intervening between the 
date of such prepayment and the stat- 
ed date of maturity of the notes so 
prepaid, of 14 per cent, but in no event 
shall any premium exceed 2} per cent 
of the principal amount of any note so 
prepaid. 
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The notes contain certain restrictive 
provisions with respect to the assump- 
tion by the company of additional in- 
debtedness, and also with respect to 
the amount that may be paid in divi- 
dends on the capital stock of the com- 


pany. 
Commitment Fees 


Each of the banks listed herein- 
above agrees to extend credit to the 
company to and including October 1, 
1946, by making loans to the company 
of all or any part of the sum set op- 
posite its name. For such extension 
of credit, the company agrees to pay 
to each of the banks prior to Septem- 
ber 15, 1946, a commitment fee of 4 
of 1 per cent. 

The company shall be entitled to ex- 
tensions of all or any part of the then 
existing unused portion of the credit 
provided, for not more than 7 con- 
secutive periods of three months each 
from October 1, 1946, by payment to 
each of the banks, in advance of each 
such extension, of a commitment fee 


of 4 of 1 per cent of the amount of 


credit to be available during such pe- 
riod. 

Thus, the credit agreement may 
extend from June 17, 1946, until 
June 30, 1948, upon the payment by 
the company of the commitment fees 
agreed to. 


Use of Proceeds 


The funds to be borrowed by the 
company, together with treasury funds 
to the extent available, will be used 
by the company and its subsidiaries to 
meet construction expenditures for 
extensions to and improvements of 
the gas distribution facilities of the 
company and its subsidiaries, and 
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other expenditures necessary to change 
the operations of the subsidiaries to 
the distribution of straight natural 
gas, and the ultimate change-over to 
such operations of the company it- 
self. 

The company anticipates that as a 
result of the end of the war, and the 
resumption of residential building in 
the metropolitan area of Washington, 


D. C., the company and its subsidiar- 
ies will be required to make additional 
extensions and enlargements of their 
system to meet the demands of the 
public for gas service. 

The record contains the following 
statement of estimated construction 
expenditures for the years 1946 and 
1947, in Washington and in Maryland 
and Virginia: 


YEAR 1946 


Classification 


New business—mains, services, meters, etc. .... 


Pressure mains and facilities 
Distribution system improvement 


Production, storage, and pumping equipment .. 


General Plant 


eeecee Pee eee eee eee eee eee) 


Washington 


. $1,256,000 


Marylana 
and Virginia 
$900,000 
624,000 
185,000 
10,000 
55,000 


$1,774,000 


Total 
$1,300,000 
880,000 


585,000 
40,000 
225,000 


$3,030,000 


$400.000 
256,000 
400,000 
30,000 
170,000 


YEAR 1947 


New business—mains, services, meters, etc. ... 


Pressure mains and facilities 
Distribution system improvement 


Production, storage, and pumping equipment .. 


General Plant 


Total 


Included in the foregoing summary 
are estimated figures for construction 
expenditures related to the change- 
over to straight natural gas, aggregat- 
ing $599,000 for the 2-year period. 
Of this amount, $224,000 pertains to 
the year 1946, and applies to suburban 
areas; while $375,000 is involved in 
the 1947 estimate, and applies to the 
District of Columbia. 


Effect of Proposed Transactions 


The immediate effect of the pro- 
posed transactions will be to provide 
the company with a flexible arrange- 
ment whereby it can obtain funds nec- 
essary for construction purposes dur- 
ing what the company considers to be 


$1,955,000 


$940,000 
150,000 
400,000 
225,000 


$2,060,000 
790,000 
200,000 
**" 60,000 
$3,110,000 


$3,000,000 
940,000 
600,000 
225,000 
300,000 


$5,065,000 


a period of transition. The way is to 
be left open for a more permangnt 
type of financing if and when the need 
for such action becomes apparent. 

While the effect of borrowing the 
full amount of the $8,000,000 credit 
upon the capitalization of the company 
is obvious, the resultant influence 
upon the revenues of the company can- 
not be forecast at this time. 


Capitalization and Surplus 


The capitalization and surplus of 
the company, on a consolidated basis, 
actual and pro forma giving effect to 
the borrowing of the entire $8,000,000 
as of May 31, 1946, are reflected be- 
low: 


65 PUR(NS) 








DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 




















Actual Pro Forma 
Amount Te Amount % 
Long-term debt: 
General Mortgage 5% Bonds, due 1960 $5,199,500 eeese $5,199,500 ibede 
Refunding Mortgage Bonds, 34%, due 
1970 COCKS SOO SO eee OEE SESE OO SEEOEC® 13,675,000 eeece 13,675,000 eee. 
Georgetown Gaslight Company First, 
Mortgage Bonds, due 1961 ......... ,000 eecce 1,000,000 Saene 
PO ee EE EMD. ccvcsates siaeeeaccns .”  wotes 8,000,000 - es... 
$19,874,500 49.49 $27,874,500 57.89 
Preferred Stock—No Par: 
$4.25 Cumulative Preferred .......... $4,021,084 eases | ere 
$4.50 Cumulative Convertible Preferred 6,000,000 ..... 6,000,000 ..... 
$10,021,084 24.96 $10,021,084 20.81 
EE 
Common Stock and Surplus - 
Common Stock—No Par ....se+- eee» $3,650,000 essen $3,650,000 jease 
ere cieakes - Se. eae fre re 
$10,259,329 25.55 $10,259,329 21.30 
SOE coccccecececses eovees $40,154,913 100.00 $48,154,913 100.00 
Coverage sale, and expressed his opinion to the 


Based upon the results of operations 
of the company for the twelve months 
ended May 31, 1946, adjusted to give 
effect to the proposed loans on the as- 
sumption that the entire amount of 
$8,000,000 had been outstanding dur- 
ing this period, it is found that fixed 
charges would have been covered 2.3 
times, and total fixed charges and pre- 
ferred dividends 1.6 times. 


Competitive Bidding Rule 


The company requests that the re- 
quirements of Commission Order No. 
1465 12 PUR(NS) 9,? dated Decem- 
ber 31, 1935, with respect to competi- 
tive bidding, be waived with respect 
to the proposed transactions. 

In support of its request, the com- 
pany witness points out that the notes 
are to be acquired by four commercial 
banks as an investment and not for re- 


effect that competitive bidding is not 
applicable to commercial bank loans. 
Further, the company points out that 
the term of the notes will be less than 
ten years; that no commission or. fee 
is to be paid to any third person for 
negotiating the loans, and that the 
rate of interest is in line with that 
usually charged for short-term loans 
of this type. 

The arrangement entered into with 
the banks will permit the company to 
draw down funds when they are ac- 
tually needed, and in the amounts re- 
quired from time to time. Further, the 
company may elect to borrow less than 
the aggregate amount available to it, 
in the event its actual construction re- 
quirements are less than its present 
estimate of such requirements. Again, 
repayment may be made at the option 
of the company, in advance of the ma- 





1“Section 1. That applications to the Pub- 
lic Utilities Commission for authority to is- 
sue stocks, bonds, or other evidences of in- 
debtedness payable in more than one year from 
date of issuance shall contain a provision that 
bids will be solicited from at least three re- 
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sponsible unaffiliated financial institutions, at 
least two of whom shall not be affiliated with 
or financially interested in the applicant, and 
that all bids will be submitted to the Com- 
mission.” 

















turity dates of the notes, without pen- 
alty. 

The Commission is of the opinion 
that, under the circumstances and in 
view of the particular nature of the 
requirements of the company, it is 
not necessary to invoke the provisions 
of Order No. 1465, supra, with re- 
spect to competitive bidding in this 
case. 


Conclusion 


In view of the foregoing and in the 
light of the record made in this case, 
the Commission concludes and finds 
that the terms and conditions of the 
credit agreement under consideration 
are fair and reasonable, and that the 
proposed issue and delivery of the 
company’s promissory notes is in the 
public interest. Therefore, 

It is ordered: 


Section 1. That the provisions of 
Order No. 1465, supra, with regard to 


RE WASHINGTON GAS LIGHT CO. 


competitive bidding be, and they are 
hereby, waived for the purpose of this 
proceeding. 

Section 2. That the Washington 
Gas Light Company be, and it is 
hereby, authorized to issue and deliver 
its promissory notes substantially in 
the form and under the terms and con- 
ditions provided in the credit agree- 
ment filed as an exhibit to its applica- 
tion in this matter. 

Section 3. That the funds to be 
borrowed by the company pursuant to 
this authorization shall be used by the 
company and its subsidiaries to meet 
construction expenditures for exten- 
sions to and improvements of the gas 
distribution facilities of the company 
and its subsidiaries, and other expend- 
itures necessary to change the opera- 
tions of the subsidiaries to the distri- 
bution of straight natural gas, and the 
ultimate change-over to such opera- 
tions of the company itself. 
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Re Harry W. Farr et al. . 


Application No. 7571 


Re White River Electrification 
Association 


Application No. 7738 
Decision No. 26298 
July 30, 1946 


—_—. a a hud 


PPLICATION for authority to extend electric service to con- 
A tiguous area, wherein codperative associations appeared in 
opposition and sought authority to serve same territory; au- 

thority granted to privately owned company. 


Certificates of convenience and necessity, § 91 — Electric service — Rival applica- 
tion by codperative association. 


A privately owned electric corporation, instead of a codperative associa- 
tion, was authorized to extend service to contiguous territory, on the ground 
that where an adequately financed, well-managed public utility, with officers 
having a history of successful operation of an electrical utility, which fur- 
nishes energy in its rural areas at rates comparing favorably with REA 
rates, is willing and able to serve the public generally without discrimina- 1 
tion, at fair rates, it is in the public interest to grant that utility authority 
to do so. 


a 2a & fF 28 ttm 28 = taal OF 


Certificates of convenience and necessity, § 53 — When required — Rural elec- 
tric codperative. 
Discussion of Colorado statutes requiring the procuring of a certificate of 
public convenience and necessity for public utility operations of a rural 
electric codperative offering to serve members and nonmembers indiscrimi- 
nately, p. 82. | 





Public utilities, § 59 — Rural electric coéperative — Service to nonmembers. 
Discussion of the status of a rural electric codperative as a public utility, 
under Colorado statutes, when it offers to serve members and nonmembers 
indiscriminately, p. 83. 

Mutual companies, § 4 — Service to nonmembers — Articles of incorporation. 
Discussion of the extension of service by rural electric codperatives to 
nonmembers under suitable provisions in articles of incorporation, p. 83. 

Monopoly and competition, § 54.1 — Rural electric coéperatives. 

Discussion of restrictions on service by codperative electric associations in 
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territory which can be reasonably served by an existing public utility, where 
such public utility actually constructs lines and agrees to serve customers, 


p. 83 


Monopoly and competition, § 54.1 — Electric codperatives — Rural Electrification 


Authority. 


Discussion of the purpose of Congress in promoting rural electric associa- 
tions where people cannot get satisfactory service at reasonable rates from 
public utilities, and consideration of the propriety of service to major oil 
companies instead of to agricultural enterprises, p. 84. 


APPEARANCES: Robert G. Bos- 
worth, Denver, Clyde C. Dawson, 
Denver, and Samuel S. Sherman, Jr., 
Denver, for applicants; William Hed- 
ges Robinson, Denver, and Roger N. 
Robinson, Denver, for REA. 


By the Commission: This is an 
application by Rangely Power and 
Light Company, a Colorado corpora- 
tion, which was substituted as party 
applicant for applicants Harry W. 
Farr, L. P. McArthur, L. R. Storey, 
and Henry W. Storey, for a certificate 
of public convenience and necessity to 
extend its lines and service to certain 
territory contiguous to the territory 
said company is authorized to serve 
under the authority granted to it and 
its predecessors in interest by Deci- 
sions Nos. 25130, 25756, 25919, and 
25969, the territory to be served under 
the proposed extension being de- 
scribed as: 

All of Township 1—North; all of 
Township 2—North; and Sections 19 
to 36, both inclusive, in Township 3— 
North, in Ranges 101—West, 102— 
West, and 103—West of the 6th P.M. 

Sections 1, 2, 11, 12, 13, 14, 23, 24, 
25, 26, 35, and 36, in Townships 1 
and 2—North, and Sections 23, 24, 
25, 26, 35, and 36, in Township 3— 
North, all in Range 104—West of 
the 6th P.M. 

All in Rio Blanco county, Colorado. 


Since we believe it desirable, in or- 
der to have a clear picture of the situa- 
tion, we briefly will review history of 
attempts to furnish electric energy in 
territory. 

On August 27, 1945, Lester Ken- 
ney filed application for a certificate 
of public convenience and necessity to 
furnish electric energy for light, heat, 
and power purposes as a public utility 
to the inhabitants of the unincorporat- 
ed town of Rangely and vicinity, said 
area being described as: 

Section 1 and the East Half of Sec- 
tion 2, Township 1—North, Range 
102—West, 6 P.M., Southeast Quar- 
ter of Section 35, Township 2— 
North, Range 102—West, 6 P.M., 
South Half, Section 36, Town- 
ship 2—North, Range 102—West, 6 
P.M., in Rio Blanco county, Colo- 
rado. 


Said application was heard after 
appropriate notice to all parties who 
might be interested therein, at Craig, 
Colorado, October 26, 1945. No one 
appeared in opposition, except Wil- 
liam Hedges Robinson, Jr., who ap- 
peared for the Colorado Association 
of REA Codéperatives, and a number 
of individual residents of Rio Blanco 
county who were about to organize 
the White River Electric Association, 
as a cooperative, to construct an elec- 
tric light and power system to furnish 
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electricity to certain rural areas in 
Rio Blanco county. Protestants did 
not offer any testimony, but their 
counsel cross-examined applicant at 
length, who stated that he was not pre- 
pared to serve, and did not intend to 
serve, any part of the area beyond the 
boundaries of the territory mentioned 
in his application. Counsel there for 
REA stated that the contemplated 
White River Electric Association was 
being organized to promote an REA 
project to furnish electric energy in 
the rural area extending along the 
White river as far as Rangely; that 
survey had not been completed or pos- 
sibilities determined at time of hear- 
ing, and definite representations as to 
place, time, or character of service 
could not be made, but it was believed 
that service could not be extended to 
Rangely area unless customers in the 
unincorporated town of Rangely— 
about forty in number—whom appli- 
cant was then serving without author- 
ity from the Commission, and pro- 
posed to serve as a public utility under 
certificate if granted, became members 
of the codperative—the territory along 
White river from Meeker to Rangely 
being very sparsely settled ; that grant- 
ing of the certificate prayed for would 
mean that residents of said area along 
the river outside Rangely would be 
denied central station electric service. 
He stated that REA was unwilling to 
pay more than $3,500 for Kenney’s 
plant, although Kenney had just in- 
vested $9,800 therein, and had another 
generator on order. He asked that ac- 
tion on application be deferred until 
such time as survey was completed 
and application for a loan allotment 
filed with REA Authority. His re- 
quest for non-decision in the matter, 
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and applicant’s request for a certificate, 
were taken under advisement. 

On November 16, 1945, by Deci- 
sion No. 25130, the Commission 
granted a certificate of public conven- 
ience and necessity to Lester Kenney 
to operate an electric utility service, 
and to construct and install the neces- 
Sary generating, transmission, and 
distribution facilities to furnish and 
sell electrical energy for light, heat, 
and power purposes to commercial, in- 
dustrial, and domestic consumers in 
the territory described as: 

Section 1 and the East Half of Sec- 
tion 2, Township 1—North, Range 
102—West, 6 P.M., Southeast Quar- 
ter of Section 35, Township 2— 
North, Range 102—West, 6 P.M., 
South Half, Section 36, Township 2 
—North, Range 102—West, 6 P.M., 
in Rio Blanco county, Colorado. 

The Commission therein comment- 
ed upon the statements made by Mr. 
Robinson as to intentions of the 
group who contemplated organizing 
White River Electric Association, the 
uncertainty as to what action, if any, 
would be taken, the fact that the serv- 
ice, if any, would be by a cooperative, 
and such service probably would be 
limited to its members, while the Ken- 
ney service would mean service by a 
regulated public utility for everyone 
desiring service. 

On November 24, 1945, petitions to 
rescind our decision were filed by one 
Stuart McLaughlin, the Colorado 
State Association of REA Codopera- 
tives, and White River Electric As- 
sociation, Inc. A counter petition was 
filed by forty-six persons, being all the 
customers of applicant Kenney, asking 
that said petitions to rescind be denied, 
and alleged that the services supplied 





RE FARR 


by Kenney had been adequate and sat- 
isfactory in every way, and that: “we 
intend to continue using said light and 
power furnished by him, as we prefer 
to receive the same from an individual 
or organization that is under the su- 
pervision of the Public Utilities Com- 
mission of the state of Colorado.” 

On April 5, 1946, by Decision No. 
25767, application for rehearing and 
to rescind our order and Decision No. 
25130 was denied. 

On May 2, 1946, Harry W. Farr, 
L. P. McArthur, L. R. Storey, and 
Henry W. Storey filed application for 
approval by the Commission of the 
sale by Kenney to them of the certifi- 
cate of public convenience and neces- 
sity granted to Kenney by our Deci- 
sion No. 25130, with the right to re- 
transfer said certificate to a corpora- 
tion then being organized by them to 
operate thereunder, to wit, Rangely 
Power and Light Company, it being 
alleged that said sale and purchase 
agreement required payment of the 
purchase price on May 6, 1946; that 
petitioners contemplated extending 
the lines of said utility into territory 
contiguous to the area it was author- 
ized to serve, and especially into the 
so-called Rangely Oil Field; that peti- 
tioners were equipped—both financial- 
ly and by experience—to make, and 
would make, the capital investment 
necessary for the acquisition, construc- 
tion, and installation of adequate gen- 
erating plant and distribution lines; 
that the proposed transferees had net 
assets in excess of $950,000; that L. 
R. Storey and Henry W. Storey were 
experienced in the operation of pub- 
lic utility plants. 

The Commission, being satisfied as 
to financial responsibility, operating 


experience, fitness generally of trans- 
ferees, and believing the proposed 
transfer to be in the public interest, ap- 
proved sale by Kenney to them, trans- 
ferees further being authorized to 
transfer said certificate and the assets 
to be acquired by them, to Rangely 
Power and Light Company, a corpo- 
ration then being incorporated under 
the laws of the state of Colorado, to 
acquire said certificate and other prop- 
erties. 

The sale and purchase was duly con- 
summated, and on May 11, 1946, in- 
stant petition was filed by transferees, 
Harry W. Farr, L. P. McArthur, L. 
R. Storey, and Henry W. Storey 
(Rangely Light and Power Company 
subsequently being substituted as par- 
ty applicant) and was heard on June 
11, 1946, after due notice to interested 
parties, and taken under advisement. 

White River Electric Association 
appeared in opposition. By answer 
previously filed, it alleged that White 
River Electric Association, Inc., is a 
Colorado corporation ; that some time 
prior to its incorporation, the incor- 
porators thereof conducted an electri- 
cal survey and study of the electrical 
needs, requirements, and potentialities 
of Rio Blanco county, with a view to- 
ward serving each and every person, - 
firm, and corporation within said 
county so far as was economically pos- 
sible; that as a result of said study, 
it was determined that it was economi- 
cally feasible to serve all the White 
River country, including the towns of 
Meeker and Rangely therein; that the 
only source of electric energy for light 
and power in said county was a 
hydro-steam engine plant, owned and 
operated by the town of Meeker ; that 
following approval, on April 12, 1946, 
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by electors of the town of Meeker of 
a proposal by White River Electric 
Association, Inc., to purchase Meeker 
plant and transmission lines, contract 
for sale and purchase thereof for 
$75,000 was entered into between the 
town and said association; that while 
negotiations for sale and purchase of 
said plant were in progress, associa- 
tion laid out, mapped, and projected 
an electrical transmission, distribu- 
tion, and generating system designed 
to adequately serve the entire needs of 
Rio Blanco county, including the area 
described in applicants’ petition for ex- 
tension ; that it obtained rights of way 
for its system in that area, and entered 
into a contract for purchase of a site 
for an additional power plant near 
Rangely ; that it contacted practically 
all consumers and potential users of 
electric energy and its members in the 
area and secured tentative commit- 
ments for purchase of electric energy 
from White River Association, Inc. ; 
that it placed orders for and has pur- 
chased poles, transformers, line equip- 
ment, hardware, wire, and other sup- 
plies needed and required to bring 
adequate electrical service to the west- 
ern portion of Rio Blanco county and 
to secure for the county area coverage 
so far as the same is at all feasible; 
that it contracted for generating equip- 
ment and plants to be erected at 
Rangely, and then was in the process 
of constructing a generating plant near 
Rangely ; that it made power surveys, 
line maps and staking sheets for the 
entire area of western Rio Blanco 
county, other than the previously cer- 
tificated areas (Rangely and Artesia) ; 
that its activities in these respects were 
a matter of public record and common 
knowledge in Rio Blanco county ; that 
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it had- protested previously to the 
granting of any certificate by this 
Commission in said area; that these 
matters were all communicated direct- 
ly to the predecessor in title of the ap- 
plicants, were known by him, and 
were known, or could have been 
known, by applicants, if they had used 
due care and diligence in acquiring 
said property; that said association 
has on hand or immediately available, 
supplies, equipment, and materials, 
including both permanent and mobile 
generating equipment, adequate and 
necessary to make electrical energy 
available within the next thirty days to 
most of the western portion of Rio 
Blanco county ; that it now is, and for 
some time in the past has been, actual- 
ly constructing transmission and dis- 
tribution lines within the area set 
forth in this application; that said as- 
sociation has secured adequate and 
proper financing for said project; that 
it has immediately available $410,000 
for the purpose of constructing said 
system, and is authorized to borrow 
up to $4,000,000 therefor; that be- 
tween the town of Meeker and the 
eastern boundary of the territory ap- 
plicant seeks to serve under the pro- 
posed extension, is a distance of ap- 
proximately 58 miles; that there are 
approximately seventy-one ranchers 
living in this area, whom the White 
River Electric Association, Inc., has 
planned to serve ; that the electrical re- 
quirements of said ranchers are low; 
that the approximate consumer den- 
sity between said points is 1.2 per 
mile ; that unless the association is per- 
mitted to continue construction within 
said area applicant proposes to serve, 
the association could not justify the 
cost of a distribution line to serve, and 
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could not serve, said seventy-one 
ranchers, and that said ranchers, as 
well as ranchers living along the 
White river to the west of Rangely, 
will be without electrical energy; that 
service proposed by protestant is in the 
public interest and for the general wel- 
fare of the state. Association asked 
that said application be denied, and 
“that certificate be issued to the White 
River Electric Association, Inc.” 

The testimony offered in behalf of 
applicant showed: 

That Rangely Power and Light 
Company was incorporated under the 
laws of the state of Colorado, with 
capital of 20,000 shares of the par 
value of $10 each. Stock to the 
amount of $82,700 has issued. Mc- 
Arthur and Farr have agreed to take 
$50,000 each of said capital stock, 


and pursuant to said agreement, be- 
tween them have paid in $82,500 for 
stock which has issued to them. Ad- 
ditional stock to the amount of $200 


has issued to the Storeys. McArthur 
and Farr will increase their purchases 
of capital stock to the total amount of 
$200,000—that is, $100,000 each—if 
the company requires additional funds. 
L. P. McArthur is president, Harry 
W. Farr is secretary-treasurer, and 
Henry Storey is general manager of 
the company. Mr. McArthur has 
been in the garage business in Greeley, 
Colorado, for many years, and has 
other extensive business interests. 
Mr. Farr is president of the Home 
Gas and Electric Company of Greeley, 
and as early as 1920, was a director 
of the predecessor in interest of said 
company. He is a director and of- 
ficer of numerous banks, The Denver 
Union Stock Yards, etc., and ranches 
and farms extensively. Luke Storey 


has been in the utility business since 
1905. He is vice president and gen- 
eral manager of Home Gas and Elec- 
tric Company at Greeley. Henry W. 
Storey, who is the local manager of 
Rangely Power and Light Company, 
for four years, was a construction 
superintendent for an electric construc- 
tion company in the state of New 
York. 

They acquired Kenney’s certificate, 
with intention of expending facilities 
to include service to Rangely Oil 
Field, which, according to best advices 
obtainable, may become a major oil 
field, and they employed Stearns- 
Rogers Manufacturing Company to 
make a power survey of Rangely and 
adjacent territory for Rangely Power 
and Light Company. Survey has 
been made, and written report was 
filed at the hearing as Exhibit 1. 
Robert C. Hadley made the survey 
and report for Stearns-Rogers Manu- 
facturing Company. It appeared 
from his testimony, and from the re- 
port, that development of the area will 
require expenditure of approximately 
$120,000 at the start. As the antici- 
pated demand increases, an additional 
investment of approximately $230,000 
will be required. Eventually, it will 
be necessary to expend about $230,000 
additional—that is, the total invest- 
ment will be approximately $580,000. 
The units necessary to satisfy the de- 
mand immediately anticipated can be 
installed in about three months. 
Plant will be located one-half mile 
northwest of the town of Rangely, 
which is a desirable location to serve 
the Rangely Oil Field lying north- 
west of Rangely. It is anticipated 
that the largest load in prospect is oil 
field pumping load, which should 
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develop when the gas pressure in the 
wells decreases to a point where 
pumping is necessary. Applicants 
have two caterpillar diesels totaling 
150 kilowatts capacity, acquired from 
Kenney which will be used as standby 
equipment. They have under option 
other generating equipment located in 
Missouri, Junction City, Kansas, and 
Green River, Wyoming, in addition to 
certain equipment which is to be rent- 
ed from Fred W. Manning, which 
equipment should have enough gen- 
erating capacity to take care of de- 
mands for a year or two. 

Mr. G. R. Fickel, a consulting en- 
gineer with offices in Denver, pro- 
duced a map which was Exhibit 2 
at the hearing, showing proposed loca- 
tion of transmission lines to be con- 
structed by applicants in the event 


certificate is issued. They will extend 
northwesterly from Rangely in oil 
field, and southwesterly and north- 
easterly through rural areas along the 


White river. His field survey, upon 
which the map was based, was com- 
menced about May 21, 1946. Con- 
struction has commenced on a line ex- 
tending northwest of town to the new 
plant location which will be connected 
with Rangely and territory served, 
and extended to oil fields if authority 
sought is granted. He did not make 
a feasibility check of the oil fields or 
rural areas. 

Luke Storey stated that installed 
and on the ground at Rangely, com- 
pany has 160 kilowatts generating 
capacity. It has a long-term lease on 
the site, northwest of Rangely, where 
new generating plant is to be con- 
structed to furnish energy for all pur- 
poses. Company is in a position to 
serve everyone now demanding serv- 
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ice within ninety days. It expects to 
install a steam plant within eighteen 
months, which will be more efficient 
than diesel units, but will keep the 
diesel units for standby service. They 
do not contemplate continuing the 
rates currently in effect, which were 
established by Kenney. Rates to be 
charged eventually will be substantial- 
ly the same as those of Home Gas and 
Electric Company, which, in his opin- 
ion, are the lowest private utility 
rates in the state. No contacts have 
been made with farmers, although 
Staley Mine, located about 8 miles 
northwest of Rangely, has been ap- 
proached for service. He _ believes 
that he can serve all the ranches in the 
area, about 11 in number, by fall, and 
apparently is willing to extend the 
rural service, if the Commission re- 
quires, to about twenty-two more 
ranches, four of which are vacant be- 
tween Staley Mine and White River 
City, which is located on the White 
river, about 15 miles east and north 
of Rangely. 

Company’s superintendent, Henry 
W. Storey, stated that company had 
material on order and on the ground 
for construction of 10 miles of 3-phase 
line. He contemplates using the so- 
called “loop system” for lines con- 
structed through the Rangely Oil 
Field, which he believes will be the 
most practical. It will insure a mini- 
mum of “outages.” Contractor has 
been engaged to construct the line. 
Co-op, subsequent to purchase of Ken- 
ney certificate by applicant, started 
construction of a line in the territory, 
and on Sunday, June 9th, had 2 miles 
of poles and wire in place and 2 miles 
additional line partly constructed. In 
this connection, all managing officers 
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of the company stated that they did 
not have any knowledge of contem- 
plated co-op construction prior to 
their purchase of Kenney’s certificate, 
and in fact did not learn co-op contem- 
plated installing generators and con- 
structing a line to serve oil fields until 
work commenced late in the month of 
May, 1946. 

Lester Kenney, applicants’ prede- 
cessor in interest, described his entry 
into the utility field, which apparently 
was brought about by the needs of his 
business in Rangely. He bought a 
generator in July, 1945, and in order 
to satisfy the importunities of other 
businessmen in the town, began serv- 
ing them about September 12, 1945. 
Soon after, he filed an application for, 
and as heretofore stated, obtained, a 
certificate of public convenience and 
necessity. In October, 1945, he was 
approached by the people who were 
about to organize a REA codpera- 
tive, who asked him to continue hear- 
ing on his application. He suggested 
selling the plant—which had cost him 
about $9,800—for the sum of $11,000, 
but they offered him $3,500, which 
he refused to accept, although he did 
reduce his selling price to $9,800. The 
town has grown rapidly, and on 
account of anticipating extensive de- 
mands for service out of town, he de- 
cided to sell to someone who was ade- 
quately financed and had the necessary 
experience to handle a large utility. 
The sale to applicants followed. Prior 
to the time he sold, there had been no 
activity by REA in the territory. 
This he attributed to the fact that his 
service was good, and to fact that he 
was told by Robinson and Amick, on 
the day of hearing of his application in 
Craig, that they could not serve the 


people between Meeker and Rangely 
unless they could have the entire 
Rangely district. He had excess gen- 
erating capacity when he sold. 

Mr. Weston, publisher of the 
Rangely News for a period of seven 
months prior to hearing, testified that 
the service of Kenney and his suces- 
sor, Rangely Power and Light Com- 
pany, had been satisfactory; that the 
people of the district want his service 
continued—primarily on account of 
the fact that they desire regulation by 
the Public Utilities Commission of 
said service. On cross-examination, 
he stated that he had opposed the 
REA in the columns of his paper, and 
that Rangely Power and Light Com- 
pany—along with other business con- 
cerns of Rangely—“advertise in his 
paper and pay for it.” 

H. L. Bauer, treasurer of Newton 
Oil Company, with location about one- 
half mile from town, Merle N. Clark, 
who has resided at Rangely since ‘De- 
cember, 1945, and has a cabin camp 
with eighteen units, service station, 
and lumber yard, and who formerly 
belonged to an REA co-op at River- 
ton, Wyoming, expressed his desire for 
service by Rangely Power and Light 
Company. Mr. Clark stated that 
management of REA in Riverton was 
unsatisfactory ; that farmers were not 
willing to devote the time necessary 
to adequately and efficiency handle the 
business. Also, he was of the opinion 
that the minimum rate of $4 set up in 
the loan agreement with REA would 
continue for thirty-five years, and he 
thought that he would be able to se- 
cure better service at lower rates from 
applicants, Rangely Power and Light 
Company. 

Testimony offered in behalf of 
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protestant co-op established generally 
the allegations of answer, except 
statement that transferees had knowl- 
edge of REA activities and program 
when they purchased Kenney certifi- 
cate. It appeared that interest in 
REA service of ranches in the area 
around Meeker began to form definite- 
ly into a demand for such service by 
extension of REA line already con- 
structed in neighboring areas, or con- 
struction of new facilities at Meeker 
during the summer of 1945. A 
preliminary organization of prospec- 
tive members was perfected and some 
investigation of feasibility of extend- 
ing service along White river west to 
Rangely was made, some of the resi- 
dents of that territory were “signed 
up,” and about October 1, 1945, some 
residents of Rangely and some farmers 
residing along the White river in the 
vicinity thereof attended a meeting at 
Rangely, at which prospects of co- 
Operative electric service were dis- 
cussed. This meeting apparently was 
a “follow-up” on meeting held at 
Meeker in August, preceding. Some 
of those present signed membership 
applications. Others refused, on ac- 
count of the fact that Kenney then was 
serving them. On November 5, 1945, 
White River Electric Association, 
Inc., was organized under the laws of 
the state of Colorado as a coéperative. 
Copy of the articles of incorporation 
and bylaws of the association were 
offered in evidence. A “horseback 
survey” of the territory was made in 
early fall by an engineer as to feasibil- 
ity, generally, of the project. Later, 
a detailed study was made. It was 
determined that the rural territory was 
too thinly settled to support the con- 
templated “codperative enterprise,” 
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and it was decided to buy the Meeker 
plant, in order to have requisite densi- 
ty. On December 12, 1945, applica- 
tion for a loan was made on that basis 
from REA, which was approved on 
April 5, 1946, in the sum of $410,000, 
under date of April 22, 1946, it being 
stipulated that additional funds up to 
a total of $4,000,000, if required, to 
complete the enterprise would be ad- 
vanced. In the same month, Verne 
Anderson, of Collbran, Colorado, 
was employed as manager. 

Mr. Amick, president of the associa- 
tion, went to Rangely to contact peo- 
ple to find out if they were still inter- 
ested in an REA project. He arrived 
there on Sunday, and apparently talked 
with only two persons. Other pro- 
spective members were out of town. 
He stated that “The association will 
serve nonmembers who desire energy 
as well as members,” but will not serve 
residents of the area covered by the 
original Kenney certificate, who now 
are getting central station service. A 
short time prior to the hearing, he 
and other directors authorized the 
construction of lines in the Rangely 
area with a pliant at Rangely, instead 
of serving the area from Meeker, as 
originally contemplated. The survey 
also developed that there is consider- 
able territory between Rangely and 
Meeker, immediately east of the town 
of “White River City,” which does 
not have any residents, and which 
does not require service. Engineer 
also was of the opinion that it would 
not be feasible to serve the farmers 
along the river in the vicinity of 
Rangely without serving the oil fields; 
that is, codperative must have the 
Rangely territory and Meeker because 
they need profit which can be made 
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on sales of energy in that town and 
area to meet the losses that will be 
incurred in the thinly settled rural 
area. Meeker system will be acquired 
June 25, 1946. He identified and was 
questioned about a number of provi- 
sions in the REA loan form contract, 
bylaws, and membership application, 
and stated that they had been informed 
by “REA people” that the forms do 
not mean anything; that they are not 
bound strictly by the recitals. 

Article II(a) of the certificate of 
incorporation of White River Electric 
Association, Inc., in part, which was 
incorporated under the provisions of 
Chap 41, Art 16 of the Colorado Stat- 
utes Annotated, 1935, provides: 

“To generate, manufacture, pur- 
chase, acquire, and accumulate electric 
energy for its members, and, on lines 
purchased from a public utility corpo- 
ration and on lines purchased from a 
municipal corporation which are locat- 
ed beyond the municipal limits, to gen- 
erate, manufacture, purchase, ac- 
quire, and accumulate electric energy 
for its members and for nonmember 
consumers and to transmit, distribute, 
furnish, sell, and dispose of such elec- 
tric energy to its members and, on 
lines purchased from a public utility 
corporation and on lines purchased 
from a municipal corporation which 
are located beyond the municipal lim- 
its, to transmit, distribute, furnish, 
sell, and dispose of such electric ener- 
gy to its members and to nonmember 
consumers, = 

Article I, § 1 of the Loan Agree- 
ment provides qualifications for mem- 
bership, and in part is as follows: 

“The government shall lend and the 
borrower shall borrow an amount not 
in excess of $410,000 to finance, pur- 
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suant to the provisions of the act, the 
construction and operation of an elec- 
tric system (hereinafter called the 
‘System’), serving approximately 739 
consumers, and consisting of (a) an 
electric generating plant or plants of 
a capacity or aggregate capacity of ap- 
proximately 767 kilowatts, to be locat- 
ed at such place or places as the ad- 
ministrator shall approve, and (b) 
electric transmission, distribution, and 
service lines, and all substations, trans- 
formers, meters, and other equipment 
necessary for the efficient operation 
thereof, to be located in rural areas in 
the county of Rio Blanco and counties 
contiguous thereto, all in the state of 
Colorado, for the purpose of furnish- 
ing electric energy to persons not re- 
ceiving central station electric serv- 
ice.” 

Section 3 of Art 1 of the bylaws, 
which states the requirements for pur- 
chase of electric energy, is as follows: 

“Each member shall, as soon as 
electric energy shall be available, pur- 
chase from the Codperative all elec- 
tric energy used on the premises re- 
ferred to in the application of such 
member for membership, and _ shall 
pay therefor monthly at rates which 
shall from time to time be fixed by 
resolution of the board of directors; 
provided, however, that the electric 
energy which the Cooperative shall 
furnish to any member may be limited 
to such an amount as the board of 
directors shall from time to time deter- 
mine and each member shall pay to the 
Coéperative such minimum amount 
per month as shall be fixed by the 
board of directors from time to time, 
regardless of the amount of electric 
energy consumed. Each member shall 
also pay all obligations which may 
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from time to time become due and pay- 
able by such member to the Codpera- 
tive as and when the same shall be- 
come due and payable.” 

Section 5 of the bylaws provides 
that : 

“The board of directors may, by the 
affirmative vote of not less than two- 
thirds of the members thereof, expel 
any member and cause his share cer- 
tificate (hereinafter called ‘member- 
ship certificate’) to be surrendered if 
such member shall have violated or 
refused to comply with any of the pro- 
visions of the certificate of association 
of the Codperative.” 

James Hill, county agent for Rio 
Blanco county, expressed the opinion 
that possibly 10,000 acres of land ly- 
ing along the White river can be ir- 
rigated with pumps; that pumps can 
be installed if electric energy is made 
available to the farmers. 

Hugh Caldwell, who resides about 
17 or 18 miles east of Staley Coal 
Mine, was of the same opinion, and 
has some land which can be irrigated 
with pumps if cheap power is provid- 
ed. According to Mr. Caldwell, all 
the farm land in Rio Blanco county 
is located along Piceance creek and 
White river. He prefers codperative 
service because he thinks that even- 
tually it will prove to be cheaper than 
service of a public utility, because co- 
op is a not-for-profit organization. 

Mr. Hefley, who resides 14 miles 
west of Rangely, Everett Richter, who 
lives 2 miles north and west of Range- 
ly, testified that he had been told that 
REA rates would be cheaper than 
rates of a private utility, and on 
that account prefers codperative serv- 
ice. The co-op lines have been extend- 
ed to Everett Richter’s property, and 
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he prefers to connect with co-op line, 
but would accept service from a pri- 
vate utility. 

Verne Anderson, manager of White 
River Electric Association, Inc., stat- 
ed that materials sufficient to build 12 
to 14 miles of line had been ordered 
for installation of a 3-phase grounded 
line ; that generators sufficient to meet 
energy requirements have been pur- 
chased; that to June 8, 1946, $51,491 
had been expended; that expenditures 
to date at Rangely for labor are ap- 
proximately $4,500; that all materials 
ordered for Rangely area can be used 
at other points under projects; that 
some cost for moving would be in- 
curred if project were abandoned; 
that Rangely plant is to be located on 
McLaughlin land, northwest of 
Rangely, which has been leased; that 
gas for operation of generators will be 
obtained from Sharpless Well; that 
REA intends to serve entire rural 
area of Rio Blanco county, the town 
of Meeker, and Rangely Oil Field; 
that it would be impractical to operate 
out of Meeker along the White river 
as far west as the east boundary of 
territory applicant seeks to serve, 
which is about 6 miles from Rangely, 
on account of lack of a power source 
at westerly end of territory, although 
he is of the opinion that the territory 
would produce $10 per mile, which is 
the net gross return sought in REA 
projects. 

Ernest C. Porter, owner and opera- 
tor of Rocky Mountain Engineering 
Company, who made survey of the ter- 
ritory for the codperative, stated that 
originally he recommended a 33,000- 
volt line extending from Meeker to 
Rangely; that energy was to be gen- 
erated at Meeker, with standby equip- 
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ment only in Rangely; that in view of 
development of Rangely Field, and 
the large oil production anticipated, 
he now has determined that gen- 
erating plant should be installed in 
the Rangely Field to serve the 
field and rural area along White 
river extending to the Colorado-Utah 
state line on the west, and White 
River City on the east. Work was 
started at Rangely on May 2, 1946, 
which is the first construction work 
undertaken by the codperative, con- 
tract being let for said work to Writer 
Company on May 10, 1946; that ap- 
proximately 10 miles of line had been 
constructed; that, originally, lighting 
service only had been contemplated 
at Rangely, but with plant now under 
construction it is proposed to furnish 
operators in oil fields with energy. 
The plant at Meeker does not produce 
sufficient energy to serve Rangely 
territory, and such service, if it were 
feasible, would require 49 miles of 
33,000-volt line. He suggested that 
the territory east of Rangely as far as 
White River City be served from 
Rangely, and that the territory west 
of Meeker be served from Meeker, the 
plants not to be interconnected. 
Summarizing the testimony, we 
think we may fairly say that it shows 
that during the summer of 1945, some 
agitation was started locally in the 
ranching area along the White river 
east and west of Meeker and the 
Piceance creek section by interested 
ranchers to arrange for codperative 
electric service by extension of REA 
lines already constructed in neighbor- 
ing areas or construction of new facil- 
ities with a generating system at 
Meeker and transmission lines extend- 
ing east and west from ‘said point. 


[6] 


The lines west were to extend as far 
as Rangely. Service of residents of 
Rangely, without satisfying power re- 
quirements of oil fields, was consid- 
ered. Feasibility surveys, cost studies, 
etc., were made, and the need for 
service in territory investigated. REA 
was contacted. Eventually, White 
River Electric Association, Inc., was 
incorporated under laws of the state 
of Colorado as a codperative and ap- 
plication to REA for a loan was 
made which was allowed April 5, 
1946. During the interim, plans for 
project had changed. In September, 
Lester Kenney applied for, and was 
granted, a certificate of public conven- 
ience and necessity by the Commission 
to serve the unincorporated town of 
Rangely and immediate vicinity, coun- 
sel representing group who later be- 
came members of codperative object- 
ing thereto and requesting delay while 
efforts were being made to develop 
satisfactory plans for residents of that 
area to serve themselves through a 
cooperative. He, too, did not desire 
to take on an industrial load. Arrange- 
ments were made to purchase Meeker 
municipal plant and then, since Range- 
ly town load could not be obtained, 
it was determined by codperative to 
extend service into oil fields in order 
to get customer density necessary to 
obtain loan, and it being impractica- 
ble to transmit energy of required 
voltage from Meeker, a distance of 58 
miles, to the field, it was decided to 
erect a plant at Rangely to serve that 
area and the ranches as far east as 
White River City—which is east of 
Rangely, and to serve balance of Rio 
Blanco county from Meeker. Follow- 
ing incorporation of White River 
REA, Inc., some materials for line 
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construction and some gas power gen- 
erators were purchased and additional 
material and equipment was ordered. 
In April, 1946, Kenney contracted to 
sell his system to Harry W. Farr, L. 
P. McArthur, L. R. Storey, and Henry 
W. Storey—now Rangely Power and 
Light Company, applicant herein— 
who contemplated extending lines 
from territory covered by certificate 
to contiguous territory. The sale was 
consummated May 6, 1946. Generat- 
ing and transmission equipment and 
materials were purchased, some of 
which were delivered, and extension 
westerly into the considered territory 
as far as new plant location was com- 
menced, and application to the Com- 
mission for formal authority to extend 
was filed May 11, 1946. 

On May 15, 1946, under contract 
let May 10, 1946, contractor for co- 
Operative commenced construction of 
White River Electric Association, 
Inc., lines to serve entire area covered 
by Rangely Power and Light applica- 
tion, and at time of hearing, had 
procured a location for generating 
plant, had 10 miles of line constructed 
in whole or in part, and had some 
mobile generators at Rangely. Con- 
struction work had not been started in 
ranch area in the vicinity of Meeker 
up to time of hearing. Whether con- 
struction work by codperative was 
hastened in Rangely area on account 
of transfer of Kenney certificate and 
plans of transferee to serve the entire 
Rangely area did not appear. Co- 
Operative intended to serve everyone 
desiring service—members as well as 
nonmembers—and asked: “that cer- 
tificate be issued to White River Elec- 
tric Association, Inc.” 

Whether the certificate sought is 
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one to serve as a public utility under 
§ 35 of Public Utilities Act, or one un- 
der the provisions of § 36—k of the 
Public Utilities Act, as amended, being 
a part of Senate Bill No. 29 approved 
March 14, 1945, Chap 137, S. L. 
1945, did not definitely apear. 

Section 35 of the Public Utilities 
Act, heretofore referred to, in so far 
as pertinent, provides: 

“ . . (a) No public utility shall 
henceforth begin the construction of 
a new facility, plant, or system, or of 
any extension of its facility, plant or 
system, without first having obtained 
from the Commission a certificate 
that the present or future public con- 
venience and necessity require or will 
require such construction; provided, 
that this section shall not be construed 
to require any corporation to secure 
such certificate for an exten- 
sion into territory, either within or 
without a city and county or city or 
town, contiguous to its facility, or line, 
plant or system, and not theretofore, 
served by a public utility of like char- 
acter, or for an extension within or to 
territory already served by it, neces- 
sary in the ordinary course of its busi- 
S03 ssf 

“(c) The Commission 
shall have power, after hearing, to is- 
sue said certificate, as prayed for, or 
to refuse to issue the same, or to issue 
it for the construction of a portion 
only of the contemplated facility, line, 
plant or system, or extension thereof, 
or for the partial exercise only of said 
right or privilege, and may attach to 
the exercise of the rights granted by 
said certificate such terms and condi- 
tions as in its judgment the public con- 
venience and necessity may require. 
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Section 36(k) aforesaid, provides: 

“No codperative electric association 
or nonprofit corporation or association 
shall render electric service in territory 
already served by electric public util- 
ities, whether the latter be municipally 
or privately owned or in territory 
which can be reasonably served by an 
existing public utility and in which 
territory such public utility does ac- 
tually construct lines and agree to 
serve consumers promptly and within 
a reasonable time, unless a certificate 
shall first be obtained from the Com- 
mission that such service is in the pub- 
lic interest; provided, however, that 
nothing herein shall require discon- 
tinuance of service to consumers to 
whom service has been rendered here- 
tofore.” 

A coéperative or nonprofit associa- 
tion, under our statute providing for 


organization of such cooperatives or 
associations, apparently can sell energy 
to nonmembers, as well as members. 
According to its officers, White River 
Electric Association, Inc., intends to 
serve, and to hold itself out as willing 
to serve everyone—members and non- 


members, indiscriminately. If it does 
so serve, it will be a public utility and 
must first procure a certificate of pub- 
lic convenience and necessity to so do 
before commencing construction of its 
line or furnishing said service. But 
if it can, within the law, furnish elec- 
trical service to the public as a public 
utility (upon which question we will 
not express an opinion at this time), 
it would seem that suitable provisions 
therefor must be made in its Articles 
of Incorporation. The Articles do not 
provide for service to the public, gen- 
erally. By Art II(a) of the Certifi- 
cate of Incorporation, provision is 


made only for service to “nonmember 
consumers,” on “lines purchased from 
a public utility.” Otherwise, it is lim- 
ited to service to members, only. The 
Articles must be amended before non- 
members, generally, can be served as 
contemplated by officers of codpera- 
tive. 

It is not a public utility organized 
prior to the effective date of the Pub- 
lic Utilities Act. It does not have a 
certificate of public convenience and 
necessity. Therefore, it did not, and 
does not, have the right to construct 
the generating system and transmis- 
sion lines it is engaged in constructing 
in the Rangely Oil Field under the 
provisions of § 35 of the Public Util- 
ities Act, providing for construction 
of such facilities by a public utility. 
Then, it would seem that it must rest 
its application for a “certificate” upon 
provisions of § 36(k), of the Public 
Utilities Act, as amended, Chap 137, 
S. L. 1945. 


Rangely Power and Light Com- 
pany has elected to ask the Commis- 
sion for a certificate of public conven- 
ience and necessity to extend its lines 
into territory contiguous to territory 
it has been authorized to serve, al- 
though apparently under provisions 
of § 35 of the Public Utilities Act, it, 
without further action by the Com- 
mission, could extend its service lines 
into the considered territory which is 
contiguous to its “line, plant, or sys- 
tem,” and “not theretofore served by a 
public utility of like character.” This 
construction seems to have recent leg- 
islative approval, because § 36-k, in 
effect, enacted at 1945 session of leg- 
islature, provides that a codperative 
electric association cannot render 
service in territory which can be rea- 
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sonably served by an existing public 
utility where such public utility does 
actually construct lines and agrees to 
serve customers promptly and within 
a reasonable time, unless it first pro- 
cures a certificate from the Commis- 
sion that such service is in the public 
interest. When we decided that Ken- 
ney, who sought to serve as a public 
utility, should be granted a certificate 
of public convenience and necessity to 
serve the unincorporated town of 
Rangely and surrounding territory, 
the codperative was not organized. 
Definite plans as to time, place, and 
character of service had not been 
formulated, although apparently it 
then was contemplated that such serv- 
ice should be a codperative one, and 
limited to members. A certificate un- 
der § 35 or § 36-k of Public Utilities 


Act was not sought by the codperative 


at that time. We decided that electric 
service in the fast-growing town of 
Rangely was required immediately, 
and that the granting of a certificate 
for such service to the public utility 
applying was in the public interest. 
Apparently our action met with ap- 
proval of Kenney’s customers, for they 
asked that application for rehearing be 
denied, and a petition, signed by nu- 
merous residents of Rangely support- 
ing Rangely Power and Light Com- 
pany application for extension, was 
filed when the application now under 
consideration was heard. Now, the 
cooperative is ready to go—and going. 
It is adequately financed in the sense 
that it has borrowed all the money re- 
quired for capital investment at easy 
terms as respects both interest rates 
and time of payment of the borrowed 
money and interest, from a source 
which probably will not make the load 
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unduly burdensome. However, the 
act and the loan contract do not con- 
template service to those who are ob- 
taining central plant service. We 
think it fairly can be said that the Con- 
gress contemplated that Rural Electric 
Associations would serve people who 
could not get satisfactory service at 
reasonable rates from public utilities. 
Incidentally, our legislature apparently 
was of the same opinion when it en- 
acted § 36-k. Rangely Power and 
Light Company is adequately financed. 
Its incorporators are prepared to, and 
will, take stock of the company to the 
amount of $200,000. Nearly ialf of 
that amount has been paid in. More 
will be paid when the money is needed. 
They have adequate means, and are 
in a position to provide all the capital 
that is required, or raise it from pri- 
vate sources. Disregarding the ex- 
pressed desire of a number of potential 
consumers for a regulated public util- 
ity service, it would seem that if an 
adequately financed, well-managed 
public utility, with officers having a 
history of successful operation of an 
electrical utility, which furnishes en- 
ergy in its rural areas at rates compar- 
ing favorably with REA rates, is will- 
ing and able to serve the public, gen- 
erally, without discrimination, at fair 
rates, it would be in the public interest 
to grant that utility authority to so do. 
It appears that good judgment and a 
desire to give effect to the primary ob- 
jects and purposes of the Rural Elec- 
trification Act would require REA to 
withdraw from the field. According 
to the engineer of Rangely Power and 
Light Company, eventually an invest- 
ment of about $580,000 will be re- 
quired to furnish service in the oil 
fields. Estimates of engineer em- 
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ployed by White River Electric Asso- 
ciation, Inc., are higher. Definitely, 
it would seem that funds allocated for 
the project in the Rangely area can be 
better spent elsewhere. The Rural 
Electrification Authority never has re- 
ceived from the Congress all the mon- 
eys it has requested for construction. 
So apparently more money is needed 
to satisfy demands for rural areas. 
Moreover, in our opinion, the princi- 
pal area to be served is not of the kind 
which Congress contemplated would be 
served with funds advanced from the 
Public Treasury. Practically the en- 
tire load will be in the oil fields. The 
field is a very extensive one. It is be- 


ing developed by many major oil com- 
panies—chief of which are California 
Company (a Standard of California 
Subsidiary), Stanolind Oil and Gas 
Company, the Texas Company, the 


Continental Oil Company, Phillips 
Petroleum Company, and Wasatch 
Refining Company. Definitely, they do 
not need help—directly or indirectly 
—from the Public Treasury, from the 
funds that should be used to furnish 
electricity from central plants to farm- 
ers who cannot get it any other way. 
The proposal could only be justified 
upon the theory that ranchers along 
the White river between Staley Mine 
and White River City could not get 
service from Rangely Power and Light 
Company. The power company rep- 
resentatives stated that it would ex- 
tend its lines to serve said ranches. 
From the testimony, it appeared that 
the business available would justify 
the investment. The grant of author- 
ity to Rangely Power and Light Com- 
pany can be conditioned upon such ex- 
tension being made. 

In view of our conclusion to treat 


protestant White River Electric Asso- 
ciation, Inc., as a petitioner for a cer- 
tificate of public convenience and ne- 
cessity to serve the territory sought 
to be served by applicant, and our 
decision as to who should receive the 
certificate of public convenience and 
necessity hereafter granted, we think 
that motion of applicants in bar should 
be denied. 

The Commission finds: That mo- 


tion filed in bar by applicants should 
be denied. 


That public convenience and neces- 
sity require that electric energy for 
domestic, industrial, and commercial 
use be furnished the territory de- 
scribed in the amended application of 
Rangely Power and Light Company 
and the territory extending easterly 
from the eastern boundary of said 
territory along the White river as far 
as White River City; that applicant 
Rangely Power and Light Company 
is adequately financed, and has ar- 
ranged for the purchase and delivery 
of the generating facilities and other 
equipment necessary to satisfy the 
needs of said territory at this time, 
and pecuniarily and otherwise, is able, 
willing, and qualified to furnish said 
service and such additional service as 
may be required in the area; that the 
granting of a certificate of public con- 
venience and necessity to said Rangely 
Power and Light Company, a corpo- 
ration, to furnish such service would 
be in the public interest; that the 
granting of a certificate requested by 
protestant White River Electric Asso- 
ciation, Inc., would not be consistent 
with, or in, the public interest, and 
should be denied ; that the present and 
future public convenience and neces- 
sity require the granting to applicant, 
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Rangely Power and Light Company, 
a corporation, of the certificate of pub- 
lic convenience and necessity requested 
by it, conditioned upon its extending 
its lines from the territory described 
in the application along the White 
river easterly from Rangely as far as 
White River City, and the furnish- 
ing of electric energy by applicant 
Rangely Power and Light Company 
to residents of the farming area along 
said river, and that certificate of pub- 
lic convenience and necessity should 
issue therefor. 

That the valuation of $350,000 
placed upon the generating, transmis- 
sion, and distribution facilities which 


applicant believes must be constructed 
in the immediate future, in order to 
satisfy the demands for service in the 
area which it seeks to serve should 
be accepted by the Commission for 
the purpose of determining fee for is- 
suance of certificate herein, inasmuch 
as the additional investment of $230,- 
000 will be necessary only in the event 
anticipated demand for energy for 
pumping purposes develops. In the 
event such service is required, adjust- 
ment can be made in the future. 
The Commission, however, will not 
be bound by said valuation in any 
subsequent rate investigation, should 
such investigation occur. 
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Yolo County Rice Growers Association 


Clear Lake Wan Company 


Decision No. 39058, Cases Nos. 4826, 4684 
June 5, 1946 


OMPLAINT by agricultural association against plan of water 
C utility to serve new and additional acreage; dismissed. 


Service, § 481 — Allocation of water supply. 
1. A water utility owes a responsible duty to its customers and to the pub- 
lic to allocate the available water supply among the customers upon as 
reasonable and fair a basis as possible, p. 92. 


Discrimination, § 237 — Water service — Concessions to late applicants. 
2. A water utility’s practice of reserving sufficient water to supply about 
2,500 acres of general crop lands whose owners perennially filed their appli- 
cation for water after the date established by the utility’s rules, constitutes 
unfair and habitual discrimination as it deprives water users who comply 
with the rules of needed water, p. 93. 


APPEARANCES: Carl E. Rodegerdts, 
for Yolo County Rice Growers As- 
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sociation; E. L. Means, for H. LL 
Bulton, Vernon Mast, Chas. Schaupp, 
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YOLO CO. RICE GROWERS ASSO. v. CLEAR LAKE WATER CO. 
Chester Rother, and Walter J. Sumn; 


Robert H. Schwab, for Heidrick 
Bros. ; Neal Chalmers, for Clear Lake 
Water Company. 


CRAEMER, Commissioner: Yolo 
County Rice Growers Association, an 
organized group of individuals en- 
gaged in growing rice in Western 
Yolo county, in Case No. 4826, al- 
leges that Clear Lake Water Com- 
pany has indicated by letter, under 
date of April 6, 1946, sent to all water 
users served by it, that said company 
does not intend to comply with its 
Rule No. 3a, heretofore ordered filed 
by the Railroad Commission, guaran- 
teeing those lands entitled to be 
served with water from the system of 
the Clear Lake Water Company as it 
existed on December 31, 1943, which 
apply for water on or before March 
15th of any year, a prior right to be 
served with water by the company to 
the full extent of their requirements 
before any other lands shall be served. 
The Railroad Commission is asked to 
compel said Clear Lake Water Com- 
pany to comply fully with the terms 
and provisions of said Rule 3a. 


In order to broaden the issues 
raised in this complaint and to in- 
clude the record of the proceeding in 
which the said Rule 3a was estab- 
lished, the Commission ordered the 
reopening of Case No. 4684 for fur- 
ther hearing to reconsider the pro- 
priety and reasonableness of said Rule 
3a under present conditions and to de- 
termine whether Decision No. 36998, 
dated November 9, 1943, in said pro- 
ceeding should be revoked, altered or 
amended in any respect. The Com- 
mission also found that public neces- 
sity required a hearing on less than 


ten days’ notice and accordingly or- 
dered that a public hearing be had in 
the reopened proceeding as well as in 
Case No. 4826. 

A public hearing in these two pro- 
ceedings was held at Woodland. 

No answer to this complaint was 
filed by defendant, Clear Lake Water 
Company. At the hearing, counsel 
stated that no copy of the complaint 
had been served upon the company 
and as the matter was set for hearing 
on less than the statutory notice of 
ten days, he therefore had no oppor- 
tunity to file such answer. Counsel 
was granted the right to file an an- 
swer on behalf of defendant but ap- 
parently has elected not to do so as no 
answer has been filed to the date of the 
order herein. 

Clear Lake Water Company re- 
ceives its major water supply from 
Clear lake in Lake county, supplement- 
ed by a small amount of early season 
stream flow from Cache creek and the 
North Fork of Cache creek. The ad- 
judicated rights of this company to 
divert water from Clear lake are se- 
verely and strictly limited by two su- 
perior court orders, the Gopsevic De- 
cree, issued by the county of Mendo- 
cino, and the Bemmerly Decree, issued 
by the county of Yolo. 

The so-called Gopsevic Decree, is- 
sued October 7, 1920, by the superior 
court of the county of Mendocino, per- 
petually enjoined the Yolo Water and 
Power Company, predecessor in in- 
terest to Clear Lake Water Company, 
from allowing the elevation of Clear 
lake to exceed 7.56 feet on the Rum- 
sey Gauge at Lakeport, an arbitrary 
datum, except for a limited period of 
ten days, and likewise enjoined from 
allowing said lake elevation to fall be- 
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low zero on said gauge. This decree 
also required the company to reduce 
the lake level to certain established 
elevations by fixed dates, forcing with- 
drawals of water whether wasted or 
not, and perpetually enjoined and re- 
strained said company from deepen- 
ing the outlet of the lake, being the 
head of Cache creek, to a depth great- 
er than four feet below zero on the 
Rumsey Gauge. 

A decree of the superior court of 
Yolo county, rendered December 18, 
1940, called the Bemmerly Decree, 
forever enjoined and restrained the 
county of Lake, the state of Califor- 
nia, Frank W. Clark, as director of 
the department of public works of the 
state of California, Clear Lake Water 
Company, and many others from 


deepening or enlarging the arm or 
slough constituting the outlet of wa- 


ters from Clear lake into Cache creek, 
or changing said outlet so as to in- 
crease the flow of Clear lake waters 
into Cache creek. Unfortunately these 
two court decrees so restrict the bene- 
ficial use of the stored waters of Clear 
lake for agricultural purposes during 
the irrigating season that the com- 
pany can never take full advantage of 
the maximum storage capacity of ap- 
proximately 350,000 acre feet at 7.56 
feet on the Rumsey Gauge. While 
the service area of the Clear Lake 
Water Company comprises in excess 
of 95,000 acres of lands susceptible to 
irrigation under its canals, the usable 
firm water supply is sufficient only to 
irrigate about 20,000 acres each year, 
one-half of which normally is planted 
to rice. From the record in the orig- 
inal hearing in Case No. 4684, it ap- 
peared that from 1915 to 1943 there 
were eight years under various and 
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different company ownerships and 
management, when there was a short- 
age of water for growing of rice. In 
three of these years it was necessary 
also to prorate water for general 
crops. 

The installation of many new sys- 
tem improvements and the adoption 
of modern and efficient operating 
methods by Mr. Walter Ward, the 
present general manager of the com- 
pany, had resulted in saving so much 
water through reduction in transmis- 
sion losses that the increased system 
performance indicated the feasibility 
of extending service into new areas 
anxiously demanding water. The com- 
pany, therefore, proposed to construct 
a new high line canal through the 
Hungry Hollow district to Oat creek 
and thence down the natural channel 
thereof into the Zamora area. This 
extension could serve some 9,000 
acres of irrigable lands. However, 
the company’s proposal to construct 
this new Hungry Hollow ditch cre- 
ated a problem of grave concern to ex- 
isting consumers who feared that an 
extension of service to new and addi- 
tional acreage would imperil their 
long-established rights to an adequate 
water supply. Thereupon an organ- 
ization of consumers under this canal 
system, called the Western Yolo Wa- 
ter Users Association, filed a formal 
complaint against the water company, 
the above-entitled and reopened Case 
No. 4684. On the record in the orig- 
inal hearing in this case the company 
was authorized to construct the new 
canal now known as the Hungry Hol- 
low ditch, and sometimes called the 
Oat Creek ditch. To date this ditch 
has been completed only in part, to a 
point near its proposed junction with 
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the natural channel of Oat creek and 
can serve a maximum of 2,200 acres. 
As a matter of fact the potential serv- 
ice area of this utility is far beyond 
the 100,000 acres lying in the imme- 
diate vicinity of and directly under 
its canals. However, because of the 
impossibility of full beneficial use of 
its sources of supply, resulting from 
these court orders, it is only by the 
strictest operating economy and by 
careful and reasonable use of water 
that new acreages can be and have 
been authorized to be served. The 
entire extension program was based 
upon the fair and reasonable alloca- 
tion and use of water and the elimina- 
tion of unnecessary low-duty irriga- 
tion practices followed by many con- 
sumers. 

The Commission in 
No. 36698, 


its Decision 
rendered in Case No. 


4684, ordered the company to file an 
additional rule to its existing rules 
and regulations to protect the con- 
sumers against the threat of dilution 
of service through the Hungry Hol- 


low extension. The rule is as fol- 
lows : 

“Rule No. 3a: Notwithstanding 
anything contained in these rules and 
regulations, those lands entitled to be 
served with water from the system of 
the Clear Lake Water Company as it 
existed on December 31, 1943, and 
which apply for water on or before 
March 15th of any year, shall have a 
prior right to be served with water by 
the company to the full extent of their 
requirements before any other lands 
shall be served.” 

The extremely favorable price out- 
look this year on rice and other farm 
crops has continued the steady and 
very substantial increase in irrigated 


acreage, especially for rice. Applica- 
tions were filed this year with the 
company for water to grow rice for 
the first time upon 1,270 acres under 
the new Hungry Hollow ditch. Some 
1,135 acres of land, never before plant- 
ed to rice and under the old ditch sys- 
tem as it existed on December 31, 
1943, also applied for water. On or 
before March 15, 1946, the company 
received applications for the irriga- 
tion of 28,190 acres of land, which in- 
cluded 15,344 acres for the growing 
of rice and the balance of 12,846 acres 
for general crops such as alfalfa, to- 
matoes, sugar beets, orchards, and 
other diversified farm crops. 

On the 15th day of March, the level 
of Clear lake on the Rumsey Gauge 
at Lakeport stood at 7.20 feet. Cal- 
culations made by the company’s en- 
gineers, based upon the amount of 
water in Clear lake on March 15th, 
indicated that with a reasonable and 
proper use of water the entire acreage 
applying for rice water could be given 
up to a maximum of 10.10 acre feet 
per acre where necessary, after mak- 
ing full provision for all general crop- 
lands having filed applications on or 
before March 15th. Provision also 
was made by holding an additional 
reserve cushion of water for general 
crops to the extent of 2,500 acres for 
those general crop farmers who had 
failed to file by the prescribed time 
limit but who always and perennially 
applied late. The water users in this 
latter class, while not complying with 
the general rules and regulations of 
the company, requiring application for 
service on or before March 15th, nev- 
ertheless have never in the past actual- 
ly been refused water for general crop 
use. This policy, however, never has 
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been so recognized in the case of rice. 

Calculations by the management 
showed that the lake elevation of 7.20 
feet on March 15, 1946, after allow- 
ing 2.16 feet for evaporation losses, 
would yield 201,600 acre feet of water 
for withdrawal from Clear lake dur- 
ing the irrigation season. System 
performance in recent years indicated 
a gross net storage requirement of 
1.257 acre feet to deliver one acre foot 
net on the land, leaving 160,380 acre 
feet net on the land for all crop de- 
livery for the year 1946. Upon this 
basis the full requirement amounting 
to 33,600 acre feet was allocated first 
to 15,346 acres of general crops, and 
the balance of 126,780 acre feet to 
rice. 

A study of the duty of water for 
rice growing under the company’s 
system, indicated that at least one- 


third of the rice acreage applied for 
in 1946, on a weighted average, used 
in excess of the normal prewar aver- 


age of 7.2 acre feet per acre. Inves- 
tigation also revealed that the maxi- 
mum use per acre for the year 1943 
was as high as 29.83 acre feet per 
acre, in 1944 the maximum was 37.36 
acre feet per acre and for 1945 it was 
21.40. 

Based upon the past requirements 
of lands heretofore irrigated, the com- 
pany estimated that, on the lands us- 
ing the prewar average duty of 7.2 
acre feet per acre, 9,972 acres would 
use 72,157 acre feet for rice, which in- 
cluded lands using up to a maximum 
of 10.05 acre feet per acre. There 
remained 54,623 acre feet of water 
for allocation to lands using over 
10.05 acre feet per acre including 
those lands requiring abnormally ex- 
cessive quantities of water to mature 
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a crop. This group composed 5,382 
acres and could all be served if limi- 
ted to a maximum delivery of 10.14 
acre feet per acre. To permit the al- 
location of water to this class of lands 
not naturally adapted to rice culture 
upon the basis of the full extent of 
their requirements would force the 
prorating of the entire available rice 
allotment among all growers and 
force a reduction in the already plant- 
ed acreage of each and every rice 
grower. Under such circumstances 
proration was considered unreason- 
able and economically unsound. Aift- 
er consultation with members of the 
Commission’s staff, the company noti- 
fied the rice growers that for the rice- 
year of 1946 the water supply avail- 
able for rice would permit the service 
of water to all applicants based upon 
their past requirements but not to ex- 
ceed a maximum of 10.1 acre feet per 
acre. The following letter was sent 
out by the water company to all rice 
growers served and made available to 
all of its other consumers growing 
crops other than rice: 


“Woodland, California, 
“April 6, 1946. 
“Rice Growers: 

“Applications for water service have 
been received for an unusually large 
rice acreage and it will not be possi- 
ble to furnish an unlimited amount of 
water to rice growers. 

“After consultation with the Rail- 
road Commission it has been decided 
to allocate the water as follows: 

“The acre feet per acre furnished 
any field will be the minimum amount, 
without waste, required to mature the 
crop. The acre feet per acre is not to 
exceed the maximum amount de- 
livered during any one of the preced- 
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ing six years and in no case is it to 
exceed 10.1 acre feet per acre. 
“Yours very truly, 
“CLEAR LAKE WATER COMPANY.” 


Immediately after receipt of the 
above letter Yolo County Rice Grow- 
ers Association filed with this Com- 
mission the above-entitled formal com- 
plaint No. 4826, demanding among 
other things that the company be for- 
bidden to enforce its proposed alloca- 
tion of water and that it be ordered to 
deliver to all lands entitled to be 
served from the system as it existed 
on December 31, 1946, water to the 
full extent of their requirements be- 
fore any other lands are served, as 
provided in Rule No. 3a. 

Witnesses for complainants testified 
that many operators have been grow- 
ing rice since 1917 and 1918 and that 
some of their lands while producing 
good and profitable yields of rice re- 
quired in excess of 10.1 acre feet per 
acre, but claimed that they were fairly 
entitled to whatever amount of water 
these lands required to mature a crop 
before any new lands under the Hun- 
gry Hollow ditch were given water. 
They contended that the maximum 
limitation adopted by the company 
would force and already has com- 
pelled a substantial reduction in the 
acreage of many growers. 

Complainants asserted that the com- 
pany’s notice was ambiguous and un- 
certain, and did not indicate definitely 
the amounts of water the consumers 
are entitled to receive, and that the 
restriction based upon the maximum 
use of water upon a given rice field in 
any of the six years last past is unfair 
to old rice growers. Certain con- 
sumers claimed that the restriction of 
10.1 acre feet per acre placed a severe 


hardship on new lands where no past 
rice history existed because there is 
no known method of determining the 
requirements of such lands except 
through actual experience. Further- 
more it was claimed that the present 
system of allocation adopted had al- 
ready been anticipated to the extent 
that many rice growers felt compelled 
to and did make applications for ex- 
cessive acreages in order to obtain suf- 
ficient water for their actual plant- 
ings. 

Five rice growers who planted a 
total of 1,270 acres to rice on the new 
lands under the Hungry Hollow ditch 
protested against the demands of the 
complainants. These five operators 
testified and unanimously agreed that 
formerly in other years they had 
grown rice under the old ditch system 
as it had existed prior to December 
31, 1946, but that this year had mere- 
ly transferred their acreage to the 
new lands under the Hungry Hollow 
ditch, resting their rice lands under 
the old ditch system which lands oth- 
erwise would have been planted to rice 
this year. They agreed also that rice 
could be matured on all these lands 
with 10.10 acre feet of water per acre, 
and probably considerably less. 

Under these circumstances the 
Hungry Hollow rice operators re- 
sisted as unnecessary and as unfair 
discrimination, the attempt of com- 
plainants to deprive them of water and 
force upon them great financial loss 
which would result from drying up 
their fields already prepared for, and 
planted to, rice and now regularly re- 
ceiving water. This group suggested 
that the unsuitable rice lands requir- 
ing formerly undreamed of quantities 
of water now being farmed only tem- 
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porarily to rice by reason of a pegged 
market, be wholly eliminated from the 
rice area. 

[1] At the outset it should be 
pointed out that this controversy in 
no wise involves the revenues of this 
company. The water is sold on a 
measured ‘acre-foot basis. The com- 
pany can sell all available water and 
the total amount of money received 
therefrom will be the same whether 
one group receives all the water by de- 
priving others, or if the water is di- 
vided fairly among all. This utility, 
however, owes a responsible duty to 
its customers and to the public and 
that is to allocate the available water 
supply among the consumers upon as 
reasonable and as fair a basis as possi- 
ble. It is obvious that it has at- 
tempted so to do and in the face of 
radically and unforeseen changed con- 
ditions, the company has met the new 
problems fairly and with decision. 
Failure to meet this crisis intelligently 
would have entailed severe financial 
losses to many substantial rice grow- 
ers, and would have severely limited 
the potential gross rice output of this 
area by reducing full production 
merely for the slight and questionable 
advantage of but a few. 

The present unusually large returns 
now being reaped from rice crops have 
precipitated a sudden and surprisingly 
heavy expansion in the rice-growing 
industry. Under the former prewar 
local and world-wide markets, rice 


could not profitably be grown on lands 
requiring even as much as 10-acre feet 
per acre. It is a matter of common 
knowledge that this Commission al- 
ready has found it necessary to elim- 
inate such lands from the growing of 
rice under several other public utility 
irrigation. systems to prevent grave 
economic loss in over-all crop produc- 
tion. 

Use of a permeable soil requiring 
in excess of 10 acre feet of water per 
acre for rice not only is poor practice 
but results in a highly uneconomic use 
of water which could be put to more 
beneficial and productive use other- 
wise. Where in this case there is a 
strictly limited water supply, the un- 
necessary waste of large volumes of 
water on lands not adaptable to rice 
culture deprives other landowners of 
their legal right to a fair share of wa- 
ter (Chapter 368, Stat of 1943, Di- 
vision 1, § 100).* 

The rice growers represented by 
complainants insist that under Rule 
3a their rights are paramount regard- 
less of the quantity of water involved 
or the demands of other rice growers. 
Obviously Rule 3a was designed to 
prevent the very type of unreasonable 
and unfair discrimination which com- 
plainants now seek to impose on oth- 
ers solely to benefit themselves. No 
interpretation of Rule 3a is possible 
other than that it insures to the lands 
entitled thereto no more and no less 
than their “reasonable requirements.” 





1“100. It is hereby declared that because 
of the conditions prevailing in this state the 
general welfare requires that the water re- 
sources of the state be put to beneficial use 
to the fullest extent of which they are capa- 
ble, and that the waste or unreasonable use 
or unreasonable method of use of water be 
prevented, and that the conservation of such 
water is to be exercised with a view to the 
reasonable and beneficial use thereof in the 
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interest of the people and for the public wel- 
fare. The right to water or to the use or 
flow of water in or from any natural stream 
or watercourse in this state is and shall be 
limited to such water as shall be reasonably 
required for the beneficial use to be served, 
and such right does not and shall not extend 
to the waste or unreasonable use or unrea- 
sonable method of use or unreasonable method 
of diversion of water.” 








1 lands 
re feet 
mmon 
on al- 
» elim- 
‘ing of 
utility 
grave 
roduc- 


juiring 
er per 
ractice 
lic use 
} more 
other- 
e isa 
he un- 
nes of 
‘O rice 
ers of 
of wa- 


3, Di- 


od by 
Rule 
egard- 
volved 
owers, 
1ed to 
onable 
| com- 
n oth- 
No 
»ssible 
lands 
© less 
ents.” 





lic wel- 
use of 
stream 
hall be 
sonably 
served, 
extend 
unrea- 
method 





YOLO CO. RICE GROWERS ASSO. v. CLEAR LAKE WATER CO. 


At the time this rule was promulgated 
there was a well-grounded fear that 
construction of a new ditch to supply 
a large acreage of new lands, not here- 
tofore served by the company might 
asily give rise to a situation where 
there would not be sufficient water to 
meet system demands even in normal 
years. However, it never was in- 
tended that the lands so protected by 
this rule could thereby prevent the 
rasonable use of water by others. 
The limitation established by the com- 
pany this year of 10.10 acre feet per 
are for rice is reasonable, necessary, 
and proper and does not in our opin- 
ion conflict with the terms and provi- 
sions of Rule 3a. 


[2] Considerable criticism was 
leveled at the company for reserving 
water to supply some 2,500 acres of 
general crop lands whose owners 
habitually fail each year to apply for 
water on or before the 15th day of 
March as provided in its Rules and 
Regulations. These landowners are 
weather speculators, farming an aver- 
age of about 30 acres and each year 
wait until water is absolutely neces- 
sary to save their crops before making 
application for service. The company 
witness testified that while relaxation 
in enforcing the filing rule was unor- 
thodox, nevertheless he could not con- 
scientiously put himself in the position 
of financially breaking this consider- 
able group of small farmers which 
without water could not survive. 
However laudable this practice may 
be, nevertheless it has reached the 
stage of unfair and habitual discrim- 
ination and deprives those water users 
who comply with the rules of a sub- 


stantial amount of water which appar- 
ently amounts to from 6,000 to 10,- 
000 acre feet of water a year. 

The above type of casual disregard 
of observance of reasonable rules de- 
signed for the best interests of the 
consumers as a whole may most 
simply and effectively be corrected 
through the filing with the Commis- 
sion of a new rule providing for a cash 
penalty of a reasonable sum of money 
per acre to be paid at the time appli- 
cation for water is made after the 15th 
day of March and for which penalty 
no water, of course, will be delivered. 
It is suggested that such a rule be con- 
sidered by this company and that upon 
acceptance by the Commission the con- 
sumers be so advised through some 
suitable medium. 

The following form of order is here- 
by recommended : 


ORDER 

Complaint having been filed with 
the Railroad Commission as entitled 
above, and the. Commission having 
opened Case No. 4684 in order to de- 
termine whether or not its Decision 
No. 36698 in that proceeding be re- 
voked, altered or amended in any 
respect, a public hearing having been 
held in the said two proceedings, the 
matters having been submitted, and 
the Commission being now fully ad- 
vised in the premises, now, therefore, 

It is hereby ordered that the com- 
plaint in the above entitled Case No. 
4826 be and it is hereby dismissed. 

It is hereby further ordered that De- 
cision No. 36698, issued November 
9, 1943, be and it is hereby affirmed 
and continued in full force and effect 
unless and until otherwise ordered by 
this Commission. 
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DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


Re Uniform Classification of Accounts 


for Telephone Companies 


P. U. C. No. 1630/1, Order No. 3047 
June 4, 1946 


ROCEEDING relating to accounting for contributions of tele- 
P phone plant ; contribution account eliminated. 


Accounting, § 19 — Contributions of telephone plant. 
1. The account Contributions of Telephone Plant should be discontinued 
and contributions toward cost of construction should be credited to the 
accounts charged with the cost of such construction, the resulting under- 
statement of cost of plant owned by the utility being corrected by an ap- 
propriate footnote to the balance sheet, p. 94. 


Accounting, § 6 — Uniform system — Modification by Federal Commission. 
2. Any modifications in the Uniform System of Accounts for Telephone 
Companies that may be made by the Federal Communications Commission 
should be considered as prescribed by the District Commission unless other- 


wise ordered, p. 95. 


Valuation, § 249 — Contributed plant. 


Statement, in connection with accounting order, that contributed plant or 
plant paid for by cash contributed by subscribers or customers of utilities 
although belonging to the utility, should not be included in the rate base, 


p. 94. 


By the Commission : 

[1] On April 1, 1937, the Uniform 
System of Accounts for Telephone 
Companies promulgated by the Fed- 
eral Communications Commission was 
adopted by this Commission (Order 
No. 1592). On August 13, 1943, by 
Order No. 2631 all modifications in 
the said System of Accounts made by 
the Federal Communications Commis- 
sion, with one exception, were also 
adopted by this Commission. The 
exception related to Account 175 
“Contributions of Telephone Plant.” 
The modification in this account was 
not adopted by reason of the fact that 
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complete elimination of the account 
was then under consideration. Effec- 
tive as of January 1, 1946, the Fed- 
eral Communications Commission dis- 
continued the use of Account 175 and 
required the direct deduction from 
telephone plant accounts of all con- 
tributions formerly reflected in Ac- 
count 175. 

The accounting treatment of contri- 
butions toward the construction of 
utility plant has long been a contro- 
versial subject in regulatory circles. 
Contributed plant or plant paid for by 
cash contributed by subscribers or cus- 
tomers of utilities undoubtedly belongs 
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' RE UNIFORM CLASSIFICATION OF ACCOUNTS 


to the utility. On the other hand, it 
is obviously inequitable to permit the 
utility to earn a return on property 
not paid for by its investors. In rate 
cases this inequity has generally been 
overcome by deducting the amount 
recorded in the contribution account 
from the rate base upon which a fair 
return was predicated. The elimina- 
tion of the contribution account with a 
direct credit to the plant accounts will 
directly accomplish the same result and 
further will not permit the utility to 
recoup through depreciation accruals 
the cost of property not paid for by the 
utility. On the other hand, the elimi- 
nation of the contribution account will 
result in an understatement of the cost 
of the plant owned by the utility but 
this difficulty can be corrected by an 
appropriate footnote to the balance 
sheet. 

In view of the foregoing, the Com- 
mission is of the opinion that the 
edimination of Account 175 “Con- 
tributions of Telephone Plant” is 
desirable and that the appropriate 
modifications of the System of Ac- 
counts prescribed by the Federal Com- 
munications Commission should be 
adopted. 

[2] The foregoing decision raises 
the question of the necessity for this 
Commission to issue an order when- 
ever modifications of the System of 
Accounts are made by the Federal 
Communications Commission unless a 
contrary view is held with respect to 
such modifications. Proposed changes 
in the System of Accounts are sub- 
mitted before enactment by the Fed- 
eral Communications Commission 
and, unless objection is had to any 
future modification, it would not ap- 
pear to be necessary for this Commis- 


sion to issue a concurring order. 
Therefore this order will contain a 
provision permitting adoption of fu- 
ture modifications made by the Fed- 
eral Communications Commission 
unless contrary action is taken. 

It is ordered: 

Section 1. That the Uniform Sys- 
tem of Accounts for Telephone Com- 
panies prescribed by Order No. 1592, 
dated April 1, 1937, and modified by 
Order No. 2631, dated August 13, 
1943, and by Order No. 2753, dated 
March 21, 1944, be and it is hereby 
further modified as set forth below, 
subject to the conditions contained in 
subparagraph (a) and (b) of § 1 
of Order No. 1592. 

Account No. 175. Contributions of 
Telephone Plant 

Delete. This account shall be dis- 

continued. 


Instructions for Telephone Plant 
Accounts 


Instruction No. 31.2-20-Purpose of 
Telephone Plant Accounts 

Delete Subparagraph (b) and ac- 
companying “Note,” substituting the 
following : 

(b) The telephone plant accounts 
shall not include the cost or other 
value of telephone plant contributed to 
the company. Contributions in the 
form of money or its equivalent toward 
the construction of telephone plant 
shall be credited to the accounts 
charged with the cost of such construc- 
tion. Amounts of initial nonrecurring 
charges based on the cost of plant or 
equipment furnished in rendering 
service to a customer, other than as 
provided in Instruction 50(b)(2) 
(§ 31.5-50(b)(2)) shall be credited 
to the accounts charged with the cost 
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of the plant or equipment. Amounts 
of initial charges based on the estimat- 
ed cost of removal of such plant or 
equipment shall be credited to Ac- 
count 171, “Depreciation Reserve” 
(§ 31.171), or Account 607, “Station 
Removals and Changes” (§ 31.607), 
as appropriate. 

Note A: Amounts received for 
construction which are ultimately to 
be repaid wholly or in part, shall be 
credited to Account 174 (§ 31.174); 
when final determination has been 
made as to the amount to be returned, 
any unrefunded amounts shall be 
credited to the accounts charged with 
the cost of such _ construction. 
Amounts received for the construction 
of plant, the ownership of which rests 
with or will revert to others, shall be 
credited to the accounts charged with 
the cost of such construction. 

Note B: Amounts in Account 175, 
“Contributions of Telephone Plant” 
(§ 31.175), as at the date of discon- 
tinuation of that account shall be dis- 
posed of consistently with the provi- 
sions of foregoing Instruction 20(b) 
(§ 31.2-20(b)) and Note A; provid- 
ed, however, that amounts so substan- 
tial as to distort the accounts shall be 
disposed of as provided in Instruction 


5 (§ 31.01-5). 


Instruction No. 31.2-21-Telephone 
Plant Acquired 

Delete Subparagraph (e), substitut- 
ing the following : 

(e) Except for telephone plant ac- 
quired by Class A companies where 
the consideration paid is less than 
$50,000 and by Class B companies 


where the consideration paid is less 
than $25,000, copies of journal entries 
recording acquisitions of telephone 
plant covered by this instruction shall 
be submitted to this Commission for 
consideration and approval. The text 
of such entries shall give a complete 
description of the property acquired 
and the bases upon which the amounts 
of the entries have been determined. 


Instruction for Operating Revenue 
Accounts 


Instruction No. 31.5-50-—Purpose of 
Operating Revenue Accounts 


Delete Subparagraph (b)(2) sub- 
stituting the following: 

(2) Amounts of initial nonrecur- 
ring charges for plant or equipment, 
furnished in rendering service to a 
customer, includible in Accounts 231, 
232, 233, 234, and 235 (§§ 31.231, 
31.232, 31.233, 31.234, and 31.235), 
except initial charges based on the cost 
of specially assembled private branch 
exchanges, order receiving tables and 
order turrets includible in ‘Account 
234 (§ 31.234). (Note Instruction 
20(b) (§ 31.2-20(b)) and Note A 
thereto. ) 

Section 2. That the changes pres- 
cribed in § 1 hereof shall take effect 
January 1, 1946. 

Section 3. That any modifications 
in the Uniform System of Accounts 
for Telephone Companies that may 
hereafter be made by the Federal Com- 
munications Commission shall be con- 
sidered as prescribed by the Public 
Utilities Commission of the District 
of Columbia unless otherwise ordered. 
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Industrial Progress 


A digest of information on new construction by pri- 
vately managed utilities ; similar information relating to 
government owned utilities; news concerning products, 


supplies and services offered by manufacturers; 


also 


notices of changes in personnel. 


Central New York Pwr. to Build 
$10,000,000 Addition 


Ds to construct a new $10,000,000 ad- 
dition to the Oswego Steam Electric Sta- 
ton at Oswego, New York, was announced 
recently by John L. Haley, president of 
Central New York Power Corporation. Mr. 
Haley stated that the plan to build this new 
electric generating unit at Oswego is part of 
the long range program of the Niagara Hud- 
son System to keep ahead of the increasing de- 
mands for power in the postwar era. 

The new unit wili have a rated capacity of 
89,000 kilowatts. When it is completed, the 
over-all rated capacity of the plant will be 
240,000 kilowatts. Specifications are prepared 
and it is expected that contracts to purchase 
the necessary equipment will be let at once. 
The unit will be in service by December, 1948, 
according to present plans. 


Government Orders Turbines For 
Davis Dam Power Plant 


IvE 62,200-horsepower hydrauiic turbines 
have been ordered for installation at the 
Davis Dam power plant now under construc- 
tion by the Bureau of Reclamation on the 
Colorado River, near Kingman, Arizona. 
The $2,199, 586 contract was awarded to the 
Baldw in Lccomotive Works, Eddystone, Penn- 
sylvania, the low bidder. The turbines will be 
94.7-r.p.m. units of the verticai-shaft type, and 
the first of the five must be shipped within 
twenty months after receipt by the contractor 
of the notice of award. The others must follow 
at intervals of two months, 
Five 45,000-kilowatt generators will be in- 
stalled at the power plant. Contracts recently 


awarded for the project include one for three 
50 by 50-foot regulating gates, three motor- 
driven gate hoists, and gates and hoists for the 
penstocks at the dam. More than 2,000 trans- 
mission line poles have also been ordered for 
the construction of the Phoenix-Tucson 115-kv 
transmission line, which is part of the Davis 
Dam project, 


Indianapolis Pwr, & Lt. to Build 
New $7,000,000 Plant 


HE INDIANAPOLIS PowER AND LicHt Com- 

PANY plans to build a new generating p.ant 
on the White river in Morgan county, approxi- 
mately eighteen miles southwest of indianap- 
olis, it was disclosed recently. 

‘Lhe first unit will cost $7,000,000, and will 
produce 40,000 kilowatts of electricity. 

As part of the program, a new 132,000-volt 
transmissicn line will be built to connect the 
p.ant with the present electric lines. 

The 40,000-kilowatt turbo-generator for the 
first unit has been ordered trom tae General 
Electric Company and is scheduled for delivery 
in September, 1948. With a large boiler using 
pulverized coal, it will be capabie of producing 
400;000 pounds of steam an hour, 

Three additiona! units will be installed later, 
depending on the increase of Indianapolis e‘ec- 
tric requirements. 

Nearly $3,000,000 also is being spent on the 
present enlargement and further modernization 
of the Perry-K plant, where one new 300,000- 
pounds-an-hour boiler is expected to be ready 
for operation next month and another of the 
same capacity next January. 

The construction budget of the company 
calls for expenditures of nearly $5,700,000 this 
year, $6,300,000 in 1947 and $8,500,000 in 1948. 

(Continued on page 22 


WELSBACH ENGINEERING ano MANAGEMENT CORPORATION 


UTILITY APPRAISALS 
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in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
lar; range of conductor sizes; 
wi 1, 2, 3, 4 or more bolts. 










Tees w 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 



















S ht Connectors 
bay F..8 ee Tees, Ter- 
inals, Stud Connectors, etc. 
































Jack-Knife connectors for simple 
tor leads, etc. Spring action— 
self locking. 
Vi-Tite Terminals for quick . = 
sleeve t terminals, 
screw type, shrink fit, etc. etc. 
split tinned sleeves. High conductivity 
copper; close di ions. 
Preferred by the largest utilities and 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 
Sold by Leading Jobbers 
PENN-UNION 
On OF. Sek es Om @ Oe * | riyvrrimn«d. “~ 


and easy disconnection of mo- 
installation and easy taping. 
8: Sleeves, Figure 8 and Oval, seamless tub- 
electrical manufacturer cause they 
PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. 


















Although a large part of the budget will go 
to increase plant capacity, other major provi- 
sions are for expanding and improving the 
transmission and distribution on a system of 
lines and substations through which power 
is delivered in the downtown area as well as 
in outlying residential and industrial districts. 


New York Pwr. & Lt. Plans 
$10,000,000 Construction 


HE New York Power ANp Licut Corpo- 

RATION, Albany, New York, announced re- 
cently that it would construct two hydro-elec- 
tric plants in the upper Hudson River Valiey 
at a cost of $10,000,000. 

Otto Snyder, president, said work on the 
projects may be started in March. One of them 
will be on the Hudson river at Hudson Falls 
and the other on the Sacandaga river at Stew- 
arts bridge, half way between the Sacandaga 
reservoir dam and Hadley, New York. The 
Hudson Falls piant, a redevelopment of two 
small units, will have a 69,000-horsepower ca- 
pacity and the one at Stewarts bridge, 40.000 
horsepower. 

It is expected that the projects would be 
completed about March, 1948. 


To Install New 30,000 KW 
Turbo-generator 


8 gwne; Power & Licut Company is plan- 
ning to install an additional 30,000 kilo- 
watt turbo-generator at Mountain Creek plant. 
This additional generating capacity, estimated 
to cost $3,270,000, is needed to keep pace with 
the rapidly increasing demands for electric 
power in greater Dallas. Present plans call for 
the new generating capacity to be in regular 
operation by June 1, 1949, before the summer 
peak-load season of that year. 

In addition to the new turbo-generator, the 
project includes enlargement of the present 
Mountain Creek station building, installation 
of a new boiler and auxiliaries, necessary step- 
up transformers, and other electrical equip- 
ment for connection of the additional power 
supply to the company’s transmission system. 

This addition will bring the power produc- 
tion capacity of Dallas Power & Light Com- 
pany’s two plants up to 178,000 kilowatts. Dal- 
las plant, located near the main business district 
of the city, has a present capacity of 84,500 
kilowatts. Mountain Creek plant, located on 
the east shore of Mountain Creek lake near 
Grand Prairie, has a present capacity of 63,500 
kilowatts. The new unit will increase the ca- 
pacity of Mountain Creek piant to 93,500 kilo- 
watts. 


Pennsylvania Transformer 
To Move Factory 


Gave, Hore ick, president of Pennsylvania 

Transformer son yon of Pittsburgh, 
Pennsylvania, annou that his company has 
acquired from War Assets Administration, 
buildings No. 20 and 25 of the Aluminum 


——- 
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Rising vertically into a compact coil above the lintel, KINNEAR Rolling Doors 
save floor, wall and ceiling space. The coiling upward action clears the door- 
way from jamb to jamb, from floor to lintel. KINNEAR Rolling Doors are 
built in any size for old or new construction—Write for details! 


THE KINNEAR MANUFACTURING COMPANY 


Factories:—-2060-80 Fields Ave., Columbus 14, Ohio; 
1742 Yosemite Ave., San Francisco 24, Calif. 
Offices and Agents in Principal Cities 


ROLLING DOORS 
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Forging Plant in Canonsburg, Pennsylvania. 
Buiidings 20 and 25, Pennsylvania Trans- 
former Company factory, cover approximately 
five acres and will house all manufacturing di- 
visions and many offices of the company. A few 


departments including the sales department 
will remain in Pittsburgh. _ 
Large transformers will be completely 


manufactured and assembled in the larger of 
the two Canonsburg buildings. Offices for many 
of the company’s departments will be housed 
in part of the second building, where smaller 
transformers will be manufactured and as- 
sembled. 

The company will begin . 
Canonsburg ina very short time. 


operations in 


Davey Announces New Model 
60V Portable Compressor 


HE Davey Compressor CoMpaANy, Kent, 

Ohio, has just announced a new model 
60V portable compressor for 1947, according 
to Paul H. Davey, president. 

This new unit is available in standard skid 
and 2-wheel pneumatic tired trailer mounting 
styles, also with flanged wheels for railroad 
work. It is likewise offered (complete with a 
Davey heavy duty power take-off) as an 
“Auto-Air” compressor for truck mounting. 
The compressor produces 60 c.f.m. at 100 Ibs. 
pressure and is designed for heavy duty serv- 
ice, 


Two New G-E Cable 
Bulletins Announced 


¢ 6 tse, a 16-page, four-color bulle- 
tin (GEA-4352) tells the story of G-E’s 
Flamenol-insulated wire and cable. Steps in 
the manufacture of the cable, from the making 
of the insulation to the final tests on the com- 
pleted product, are described. A series of illus- 
trations show the appiications of Flamenol in 
various industries. Representative types of 
Flamenol wire and cable are pictured, and com- 
plete ratings and specifications are listed, 


Home Lighting Promotion to Be 
Stressed By Utilities 


H OME lighting will be aggressively promoted 
during 1947 by more electric utility com- 
panies than was ever the case in any prewar 
period, with home lighting advisory services, 
promotion through dealers, and extensive local 
advertising of the new certified lighting equip- 
ment playing leading parts, it is disclosed in 
a survey of the industry’s plans for lighting 
promotion just released by the home lighting 
committee, commercial division, Edison Elec- 
tric Institute. The survey, which includes re- 
ports from eighty-seven companies serving 48.3 
per cent of the total residential and farm _cus- 
tomers of the United States, is entitled “Util- 
ity Home Lighting Promotion, 1946-47.” 
Eighty-four per cent of the utilities report- 
ing will furnish home lighting advisory service, 
with specially trained employees calling at cus- 











a ee of home lighting 


tomers’ homes. 
through dealers will be developed by 73 per 
cent of the companies, and 53 per cent will sell 
lighting equipment to customers, in conjunc- 
tion with dealer codperative plans, 

Utility plans for promotion through dea'ers 
which are discussed in the report include edu- 

cational meetings for trade gtoups, sales cam- 
paigns on specific types of equipment, and the 
supply of display materials for use by dealers. 
Sixty-five per cent of the utilities will promote 
home planners groups, which will organize cus- 
tomers who plan to build homes to hear discus- 
sions on home design, building, financing, etc., 
by experts in these fie!ds. 

Merchandising utilities plan aggressive sales 
campaigns, as soon as equipment is available, 

and will concentrate largely on lamp bulbs, 
floor and table lamps. 

Lecture demonstrations and showing of films 
on various aspects of home lighting to cus- 
tomer audiences, associations, and civic groups 
will be employed by 79 per cent of the report- 
ing companies, who expect to reach over 2,000,- 
000 persons through this method. 

The certification programs of portab:e lamps 
and residential fixtures will be strongly sup- 
ported with local advertising by practically 
every utility which plans an aggressive pro- 
gram of home lighting promotion. 

Copies of the survey are available from the 
Edison Electric Institute, 420 Lexington ave- 
nue, New York 17, New York, at 40 cents each. 
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etc., of Public Utilities Fortnigatly, published bi- 
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MERCOID CONTROLS 


TEMPERATURE % PRESSURE * LIQUID LEVEL # ETC. 
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Mercury switches are used exclusively in all Mercoid 
Controls. They insure more dependable control 
performance, ‘and longer control life. = Write for 
Catalog N2 GOOA, for complete information 


THE MERCOID CORPORATION * 4201 BELMONT AVE., CHICAGO.41, ILL 
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cleaner, 


Elimination of solids and moisture from steam leaving boiler drums, and an assurance 
of positive boiler water circulation, are accomplished with an unusual degree of effec- 
tiveness by the B&W Cyclone Steam Separator. Seven years of wide use in Babcock & 
Wilcox boilers have thoroughly proved the efficiency of the B&W Cyclone Steam Sepa- 
rator for the consistent and reliable production of clean, dry steam. 


WHAT THE CYCLONE DOES: 


The separation of the water and its at- 
tendant solids from the steam is so 
nearly complete in the Cyclone Steam 
Separator that boiler and turbine per- 
formance are improved in many im- 
portant ways: 

Boilers can be operated at greater water- 
level variation without priming, making larger 
and more rapid load swings safely possible. 
(2) Complete separation of the steam from the 
water produces a maximum circulating head and 
delivers solid (steam free) water to the down- 
comers, thereby protecting boiler tubes against 
overheating and burnout. 

Dry steam is assured over wider range in 
boiler water concentration. 

(4) Superheater tubes are protected from burn- 
outs and failure due to scale deposits. 

Longer periods of continuous boiler opera- 

ion are secured. 

Savings in maintenance time and expense 

are effected in boilers and turbines. 
@ Safety is promoted by reducing variations 
between water levels in drum and gauge glass. 
© Turbine blades stay clean longer, permitting 
longer operating periods between cleanings. 


Desired KW output can be maintained for 
longer periods. 


Separation of the water from the steam 
by the Cyclone Steam Separator is a 
continuous action. The kinetic energy 
of the steam and water mixture enter- 
ing the Cyclone forces the water and 
any entrained impurities to the wall of 
the cylinder, while the nearly pure, dry. 
steam passes out at the top between 
corrugated scrubber plates. The water 
swirls down the cylinder wall to the 
bottom, where kinetic energy is again 
utilized to force the water through 
directing vanes with sufficient velocity 
to overcome the head of water in the 
drum. The action within the separator 
prevents its flooding, and assures the 
delivery of clean, dry steam at all times. 


The Cyclone Steam Separator is another 
B&W “first” in the development of 
better steam-generating equipment — 
another reason why it pays to see 
B&W first for the latest solution to any 
steam problem. 
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Cross section of typical Cyclone Steam 
Separator installation in a large boiler drum. 
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B&W Cyclone Steam Separator with 
section cut away to show functioning. 
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PROFESSIONAL DIRECTORY 


e This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. >» » > 





Tue American Appraisat Company 


ORIGINAL COST STUDIES «e VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


f¢ Ford, Bacon & Davis 
BsDd VALUATIONS Engineers CONSTRUCTION 


REPORTS 
NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 














GILBERT ASSOCIATES, Inc. 


ENGINEERS SPECIALISTS 


Seam, hen Can, Hydro, POWER ENGINEERING SINCE 1906) poocnssing and Expediting, 


pera and pea ea Serving Utilities and Industrials oe 
perating Betterments, 5 
Inspections and Surveys, Reading ° Philadelphia Original Cost Accounting, 


Feed Water Treatment. Washington ° New York Accident Prevention, 














FREDERIC R. HARRIS, INC. 


Engineers Constructors Management 
Reports Appraisals Valuations 
NEW YORK 
Knoxville San Francisco Houston 
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PROFESSIONAL DIRECTORY (continued) 





consucion H. As KULJIAN & COMPANY rassion 


Engineers 
Public Utilities and Industrials. 


Los Angeles 13 PHILADELPHIA 2 New York 6 








WILLIAM 8S. LEFFLER 
Engineers Asseciated 
Management Consultants 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 


Public Utility Engineers and Operators 
lee and Refrigeration 


Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 








J. H. MANNING & COMPANY 


120 Broadway, New York 


ENGINEERS 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 


Public Utility Affaire including Integration 








PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 


DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 


231 S. LA SALLE ST.. CHICAGO (4). TLL. 








SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganizaton. 
Chicago New York San Francisco 











Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—industrials 
Studies—R e ports—Design—Supervision 
Chicago 3, iil. 
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The J.G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 


ALBRIGHT & FRIEL, INC. JENSEN, BOWEN & FARRELL 


FRANCIS S. FRIEL Engineers 


Consulting Engineers Ane Arbor, Michi gan 











Water, Sewage and industrial Waste Problems 








Airfields. Refuse Incinerators. industrial BSulidings i « i s 
City Planning, Reports, Valuations, Laboratory Reporte Posner ages congas 
rate inquiries, d iation, fixed ital 
1520 LOCUST STREET = § PHILADELPHIA 2 secleseifention, ecldins) cnet, cesurtty  terenhs 
BARKER & WHEELER, ENGINEERS LUCAS & LUICK 
DESIGNS AND CONSTRUCTION — OPERATING ENGINEERS 
ee Sea oe Soe DESIGN, CONSTRUCTION SUPERVISION 
MANAGEMENT — APPRAISALS = RATES OPERATION, MANAGEMENT, APPRAISALS, 
1) PARK PLACE, NEW YORK CITY INVESTIGATIONS, REPORTS, RATES 


36 STATE STREET, ALBANY, N. Y. 231 S. LaSaLie St.. Cricaco 








BLACK & VEATCH ROBERT T. REGESTER 
CONSULTING ENGINEERS Consulting Engineer 
Appraisals, investigations and re- 
ports. design and supervision of con- Hyprautic Strucrurss — UTiities 
struction of Public Utility Properties Fioop Contro. — Water Works 
4706 BROADWAY KANSAS CiTy, MO. 


Baltimore Life Bldg. Baltimore 1, Md. 























EARL L. CARTER A. S. SCHULMAN ELEctric Co. 
Consulting Engineer Contractors 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY TRANSMISSION Lines—UNoercrounp Distri- 
Public Utility Valuations, Reports ond BUTION — Power STATION — INDUSTRIAL — 
Original Cost Studses. ComMeRrCIAL INSTALLATIONS 
910 Electric Building Indianapolis, Ind. 337 SoutH Dearsorn St. CHIcaco 
W. C. GILMAN & C P 
appetite rencaterattal SLOAN, COOK & LOWE 
ENGINEERS CONSULTING ENGINEERS 
and 120 SOUTH LA SALLE STREET 
FINANCIAL CONSULTANTS CHICAGO 
3 Appraisals — Reports 
55 Liberty Street New York Operating — Financial — Plant 
JACKSON & MORELAND MANFRED K. TOEPPEN 
ENGINEERS ENGINEER 







CONSULTATION — I NVESTIGATION — Reports 
PUBLIC UTILITIES—iINDUST RIAL 
RAILROAD Gu mcTiemca Tears m Market aND MaNaGemMent Surveys 
OESIGN AND SUPERVISION VALUATIONS VALUATION, Depreciation AND Rare 
ECONOMIC AND OPERATING REPORTS Marrters 
BOSTON NEW. YORK 261 Broadway New York 7, N. Y. 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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Albright & Friel, Inc., 
American Appraisal Company, The 


B 
Babcock & Wilcox Company, The 
*Baldwin Locomotive Works, The 
Barber Gas Burner Company, The 
Barker & Wheeler, Engineers 
Black & Veatch, Consulting Engineers 
*Blaw-Knox Division of Blaw-Knox Company .... 
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Carter, Earl L., Consulting Engineer 

Cleveland Trencher Co., The 

Combustion Engineering Company, 

Crescent Insulated Wire & Cable Co., Inc 
*Cummins Business Machines Division of A. S. C. 


Davey Compressor Company ....Inside Front Cover 
*Davey Tree Expert Company, The 

Day & Zimmermann, iInc., Engineers 

Dodge Division of Chrysler Corp. ..Inside Back Cover 


Electric Storage Battery Company, The 
Electrical Testing Laboratories, Inc. 


F 
Ford, Bacon & Davis, Inc., Engineers 


General Electric Company 
*General Motors Truck & Coach Division 
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Jackson & Moreland, Engineers .............., 
Jensen, Bowen & Farrell, Engineers .........., 


Kinnear Manufacturing Company, The ......... 
Kuljian, H. A., & Company, Engineers ......... 
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Lefer, William S., Engineers ............ veoh 
Loeb and Eames, Engineers ..........+. Sd cven 
Lucas & Luick, Engineers .........-.+6++« sbace 


*Main, Chas. T. Inc., Engineers 

Manning, J. H., & Company, Engineers ....... 
*Marmon-Herrington Co., 
*McCormick & Baxter Creosoting Co. .. 


N 
Newport News Shipbuilding & Dry Dock Co. 
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Penn-Union Electric Corporation . 
Public Utility Engineering & Service Corporation 


a 
Recording & Statistical Corp. 
Regester, Robert T., Consulting Engineer 
Remington Rand Inc. ......... cccceesebe coces 
Ridge Tool Company, The > 
*Ripley Company, The 


Sanderson & Porter, — cccceghbabee . 
Sangamo Electric Company ....Outside Back 
Sargent & Lundy, Engineers ........cseesseee> 
Schulman, A. S., Electric Co., Contractors .... 
Sloan, Cook & Lowe, Consulting Engineers 
*Stone & Webster Engineering Corp. .... 


Welsbach Engineering and Management 
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White, J. G., Engineering Corporation, The ... | 














PUBLIC UTILITIES: 
When you buy trucks, remember this 


« _UNION _ 


ee w 
9) bi 


only DODGE builds 
Gob katec trucks 


enever you buy trucks, it will pay you such as the engine, clutch, transmission, 
remember .°. . “Only Dodge Builds springs and brakes—will be Job-Rated for 
b-Rated’ Trucks.” top performance with your loads ... over 
the wide range of 175 Dodge Job-Rated your roads. 

ssis models—there’s the right truck to For maximum economy of operation— 
your job . . . and to save you money. for long-lasting dependability—get the 
d when you buy a “Job-Rated” truck one truck that best fits your job... get 
t have the assurance that every unit— a Dodge Job-Rated truck! 


DODGE DIVISION OF CHRYSLER CORPORATION 


IDGE#z<TRUCKS 


FIT THE JOB...LAST LONCER 












Sire otcw seems ee 1pe 
— ere increased by the addition of off-peak leads, 
kwh costs are lowered. Because this type of load 
increases revenue without increasing invest. 
ment, it results in savings. A low rate 
which accompanies separate billing for fixed 
charges through MEASURED DEMAND is a 
5, past incentive for longer hve we in| 
_ the resulting lower average kwh cost, An’ 





Fa Nb Aaa 2 BORE, wN e: 


SANGAMO 


ELECTRIC ¢({i!) COMPANY 








